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FinanciaL HIGHLIGHTS .
! Predecessor
Consolidated Combined
11 Months 11 Months
' Ended Ended
(in thousands,except per|share data and supplementad information) Dec. 31,2005  Dec. 31, 20047
Net revenue $i 1,655485 $ 1,490,201
Compensatiori and J)encﬁts i 1,146,055 1,034,287
Operating expenses | 233,087 204,184
Insurance expense I 82,800 74,411
Selling, general and administrative expenses | 54,262 57,770
Restructuring charges ! 1,781 1,381
Depreciation and amortization ;54,143 45,593
Income from operations + - 83,357 72,575
Interest expense ‘ {47,813)@ (11,963}
Realized gain (loss) jon investments ! {164) (955)
Interest and other income | 1,040 728
Loss on early debt extinguishment ‘ {2,040) Co.
Income tax expense (14,372) {23,550)
Equity in earnings of unconsolidated subsidiary | 59 -
Net income $; 20,067 8 36,835
Net income per common share: i
Basic 5 0.56 &
Diluted _ $ p.55 0
Average common shares outstanding: ?
Basic 33,621,542
Dilutive | 34,282,176

™ Not income auaslablelto seockbolders used in cafeulaning net income pev skare for the 11 montbs ended December 31, 2005, bat been
reduced by 81.2 miliion related to aceretion of put rights, or §0.04 per share, that existed for certain secckbolders during a pertion of

the 11-month period. (The put right expired ypon completion of the in itial public offering.

®  Increase in 2005 intevest expense resulting primarily from the acquisition of AMR and E'ImCare  from Laidlaw effectrve on January 31,

2008,
* Unaudited
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To OuR STOCKHOLDERS: ' !

] |
There is no other single company that does what we do, We are a strong, established, growing prcslcnce in emergency

medical services. We have unique skills and unique people. Successfully managing emergencies — Wherever they oceur
and whatever they involve — requires clinical competency, careful planning and meticulous prcparanon It requires

being ready with the right resources. It calls for the steady hand and calm response that come through experience.

i
|

These skills are the common thread that connects our business to our mission — making a difference|by caring for
people in need. As our name conveys, we are in the business of managing medical emergencies. In more than 2,000
communities in 40 states, we provide emergency medical response services and comprehensive managcmcnt of
emergency departmcnt services. QOur clinicians treat more than nine million patients each year,

| l
Though we manage the initial response and hospital stages of medical emergencies under dxffcrcntlnames — American
Medical Response and EmCare, respectively — we bring to each facet of our business a depth of expémse in delivering
and managing patient care. We are the largest company in America delivering emergency medical ‘services from the
roadside to the bedside. bt
b
The same preparation and skill that we bring to emergencies are the foundation for all our semcesl’ That expertise
enables us to add value for our clients and for their patients. That added value, in turn, creates a competitivc advantage

for our businesses that serves our stockholders.

|
ADDING VALUE THROUGH TECHNOLOGY I

Y

In healthcare today, technology is a powerful force for positive change. In'our case, it also has been o powerful
differentiator for our company. We use technology in ways that enhance cfficiency and facilitate the :dehvcry of high-
quality care. With the simultancous demands today for effective cost management, better integration of data and
quality assurance, we recognize a direct correlation between technological innovation, sustained leadership in our field
and improved clinical outcomes. Accordingly, we continue to invest in technology that not only b;ttfr serves our

patients and clients, but also moves us farther ahead of our competitors in the marketplace. P
.
ADDING VALUE THROUGH RISK MANAGEMENT il

Risk management is a key focus for our clients and our company and a key contributor to our record of success. We

. . . 4 v i
ensure that all our caregivers are carefully selected, rigorously trained and are focused on clinical competency. We
‘ 1
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employ stare-of-the-art clinical protocols, leverage technology to improve patient and clinician safety, and utilize
databases to assess risk and improve patient care; Our world-class safety and risk mitigation programs serve as

benchmarks for other companies.’
ADDING VALUE THROUGH INNOVATION !

We have developed an array of programs that enable our clients to better manage costs and improve productivity.
We have established transition units at hospitals|to hold and monitor discharged patients who are awaiting

transport. These units not only improve our productivity, they also make beds available sooner for patients who
need them. In emergency departments, we have implemented fast track programs, chest pain centers, and advanced
triage protocols that decrease wait times, enhance patient satisfaction, and improve throughphr' Similarly, we now
offer clients programs that provide the services of a dedicated onsite coordinator for non- emergency medical
transport during times of peak demand. Through these services, we increase efficiency and enslure appropriate

utilization of service levels, '
1
COORDINATED GROWTH - ! !
[
| |

We are building on our strong position along a number of fronts. Because medical transport and emergency room

management represent two often-adjoining spaces along a continuum of a patient’s care cxpcncncc our business

offers excellent opportunities for synergy and organic growth. L
|

The evident value of our companies was best demonstrated by our responses to the numerou$ natural disasters

experienced by the U.S. in recent years. Whether the response was to the wild fires in Cahforma or the numerous

hurricanes that savaged the coastal regions, we demonstrated the coordinated effort of pre- hospnal and hospiral-

based care that is critical in times of disaster. During Hurricane Katrina alone the Company managcd coordinated

and treared thousands of survivors, We deployed over 1,000 paramedics, EMTs, physicians and_ nurses during and

after the szorm. !
i
We are extending the continuum of our innovative product offerings, creating new revenue oppormmues For
example, we furnish dispatch services for police(and fire departments, medical stand-by support for athletic and
other special events, and paramedic training. In addition to emergency
departmlnt management services, we offer hospitals [;hxsician-bascd services
such fas hospitalist and radiology programs. P
| !
We have expanded our hospicalist program, and our existing
emergency department custemers are the soumés for approximarely
half of our hospitalist contracts, demonstrating both the promise of
new cross-selling opportunities and the power of customer loyalty.
We also are exploring new service offerings rhar we believe
represent natural extensions of our core busmess Among these, we
are examining opportunities to provide other hospiral-based services
10 healthcare facilities, and leveraging our :xpértisc in
communications and logistics management. I
|
[ i
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provide emergency med
response services'and _ J
comprehensive management”

of emergency department /. _ p
services. T ila

BUILDING ON A POSITION OF LEADERSHIP

We are pleased with the Company's strong performance during 2005, We increased revenues by 11%, while at the
same time increasing income from operations by 15%. It was a year of significant change that iricl}:ded the
acquisition of AMR and EmCare, a debr offering in connection with the acquisition, the consolidation of the
support functions of the Company, and our equity offering in December. In the midst of these changes, the
Company continued to improve its financial performance, grow its core business, enter new domestic and
international markets and respond to onc of the most devastating natural disasters in our nation‘s history.

.
Though we are a newly public company, we entered the market as the leader in our lines of busmcss We have a long
history of success. Our past and our preparation — and coordination — point the way toward what we believe will
be an even more successful future together. On behalf of .our Board of Directors, the entire mangggmcnt team, and

our 23,000 employees and caregivers, 1 thank you for the confidence in that future reflected by your investment.

Sincerely,

[

. : |

' [

o4 |

C/(/' e . ' |
»

William A. Sanger b

Chairman and Chief Executive Officer ;o
' . o

é
l
[
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UNITED STATES [
. SECURITIES AND EXCHANGE COMMISSIOll\I'

WASHINGTON, D.C. 20549 !
FORM 10-K | !
' !
Mark one:
X} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the eleven months ended December 31, 2005 .
Or i
1
[J TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 | !
For the transition period from to
Comimission file numbers: ‘ !
001-32701 C
333-127115. |

L
EMERGENCY MEDICAL SERVICES CORPORATION
EMERGENCY MEDICAL SERVICES L. P '

(Exact pamne of Registrant as Specified in lis Charter)

20-3738384

Delaware . 20-2076538

(State or other Jurisdiction of . (IRS Employer

incorporation or organization) ‘ Identification Nuimber)

6200 S, Syracuse Way : |
Suite 200 ' )
Greenwood Village, CO 80111 '
{Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code;: 303-495-1200

Securities registered pursuant to Section 12(b) of the Act: -

Title of each class Name of each exchange on which registered
Class A Common Stock, 3.0V par value New York StockIExchangc

Securities registered pursuant to Section 12(g) of the Act: None | |

Indicate by check mark if the registrant is 2 well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes [] No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the'Act.  Yes ] No

Indicate by check mark whesher the registrant: (1) has filed all reports required to be filed by Section 13 or' 15(d) of the Securitics Exchange
Act of 1934 during the preceding 12 months (or for such shorter period thaz the registrant was required to file such rcports) and [2) has been
subject to such filing requirements for the past 90 days. Yes [Xj) No O

Indicate by check mark if disclosure of dellnqucm filers pursuant to Item 405 of Regulation S-K is not coma:ncd herein, and will not be
coniainad, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part TII of this
Form 10-K or any amendment of this Form 10-K. [

Tndicate by check mark whether the registrant is'a large accelerated filer, an accelerated filer, or a non- accclcralcd filer, See definition of
“accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one): |

Large accelerated fiter [ Accelerated filer [ Non-accelerated filer

Indicate by check mark whether the registrant is a shell company {as defined in Rule 12b-2 of the Exchange Act), Yes [] No (&

As of December 31, 2005, 9,247,200 shares of the Company’s class A common stock, par value $0.01 per share, were outstanding. As of
December 31, 2005, the aggregate market value of the voting and non-voting common equity heid by non-affiliates of the Company, computed by
reference to the closing price for the registrant’s class A common stock, on the New York Stock Exchange on such date was approximatety
$123.9 million (9,247,200 shares at a closing price per share of $13.40). I

Shares of class A common stock outstandmg at March 8, 2006 — 9,247,200; shares of class B common slock outstanding at March 8,
2006 — 142,545, LP cxchangcable units outstanding at March 8, 2006 — 32,107,500, i l

DOCUMENTS INCORPORATED BY REFERENCE '

Certain pomons of the registrant's definitive proxy statement to be used in connection with its 2006 Annual Meeting of Stockholders and lo

be filed within 120 days of December 31, 2005 are incorporated by reference into Part IT1, Items 10-14, of this Form 10-K.
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EMERGENCY MEDICAL SERVICES CORPORATION
ANNUAL REPORT ON FORM 10-K J
FORWARD-LOOKING STATEMENTS AND FACTORS THAT MAY AFFECT RESULTS

.

This Annual Repert on Form 10-K contains “forward-looking statements.” Forward- ]oolung staicmenls give
our current expectations or forecasts of future evcnts Forward-looking statements gcncrally can be identified by
the use of forward- lookmg temuno]ogy such as “may,” “will,” “expect,” “intend,” “estJmatc," “anticipate,”
“believe,” “project,” or “continue,” or other similar words. These statements reflect managemenl s current views
with respect to future events and are subject to risks and uncertainties, both known and unknown Our actual
results may vary materially from those anticipated in forward-looking statements. We cauuon investors not to
place undue reliance on any forward-looking statements. :

Important factors that could cause actual results to differ materially from forward-looking statements

include, but are not limited to: - h

* the impact on our revenue of changes in transport volume. mix of insured and umnsurcd patients, and
third party reimbursement rates, . 5

+ the adequacy of our insurance coverage and insurance reserves, , ‘

= polential penalties or changes to our operations if we fail to comply with extensive and complex
government regulation of our industry, !

» our ability 1o recruit and retain qualified physicians and other healthcare professmnals and enforce our
non-compele agreements with our physicians, I

|

*  our ability 1o generate cash flow 1o service our debt obligations, ) ;

'+ the effect of changes in rates or methods of third party reimbursement,

i
|
 the cost of capital expenditures to maintain and upgrade our vehicle fleet and med_ica] equipment,

= the loss of services of one or more members of our senior management tearm, i
{

-+ the outcome of government investigations of certain of our business practices,- o
I

= our ability to successfully restructure our operallons 1o comply with future changes in government
regulation, i

*  our ability to perform services previously performed for us by Laidlaw, -

»- the loss of existing contracts and the accoracy of our assessment of costs under new éconlracls.

 the high level of competition in our industry,

. {
= our ability to maintain or implement complex information systems, !
« our ability to implement our business strategy, ' |
* our abill:ly 1o obtain adequate bonding coverage, and

f
« our ability to successfully integrate strategic acquisitions, if any. i
.
b
These factors are not exhaustive, and new factors may emerge or changes 10 the foregoing factors may occur
that.could impact our business. Except to the extent required by law, we undertake no obligatlion to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or

otherwise, "
1

Readers should review carefully Item 1A, “Risk Factors” and Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in this Annual Report on Form lO-K for a more
complete discussion of these and other factors that may affect our business. ‘
: 1

!
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ITEM 1. BUSINESS
Company Overview

PART 1.

[T

|
|
|
|
!
||
|

'Emergency Medical Services Corporation (JEMSC”, “we”, “us”, “our”, or the “Company”) is a leading

provider of emergency medical services in the U
under the AMR and EmCare brands, which repre

nited States. We operate our business and market our services
sent American Medical Response, Inc. and EmCare Holdings
Inc., respectively. AMR, with 50 years of operatllng history, is the leading provider of ambulancle services in the
United States based on net revenue and number of transports. EmCare, with 33 years of opcramlng history, is the

leading provider of outsourced emergency dcpa:{mcm staffing and related management services in the United

States, based on number of contracts with hospitals and affiliated physician groups. Apprommate]y 87% of our
net revenue for the eleven months ended Deccml:licr 31, 2005 (referred to herein as “fiscal 2005")) was generated
under exclusive contracts. During the eleven months ended December 31, 2005, we provided emergency medical

services to approximately 8.8 million patients in more than 2,000 communities nationwide and generated net

revenue of $1.655 billion, of which AMR and ErhCare represented 64% and 36%, respecuvely 'All references in
this Item to number of contracts and employees are as of December 31, 2005.

We offer a broad range of essential emergen

Core Services:

Customers:

!

Natiorial Market Position:

Number of Contracts: at
December 31, 2005

Volume for eleven months ending

December 31, 2005;

AMR
Pre- and post-hospital medical
transportation

Emergency (“911"") ambulance
transports

Non-emergency ambulance
transports !

Communities
Government agencies
Healthcare facilities
Insurers

#1 provider of ambulance
transports

8% share of total ambulance
market

21% of private provider
ambulance market

155 “9111" contracts

2,700 non-emergency transport
cont.ractls

3.2 million tansports

i
I

. . N T
cy medical services through our two business segments:

i
EmCare ;

Hospita]-based‘ services

Emergency depanmcnt staffing
and related ma.nagement
services |

Hospitalist and radiology
services | i

[ndependent physu:la.n groups

Auending medlcal staff
i

Hospitals ’ |

#1 provider of Ioutsourccd
emergency department services

6% share of Cn‘ll_ergcncy
department services market

9% of outsourcediemergency
department services market

335 hospital contracts
|

I
I
5.6 million patient visits

i
|
|
n
|
|
i
I
i
I
|
t
|
|
i
1
}
|
i
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_ service provider in the United States. |

I
[
r
1
|

General Development of our Business

Company History

American Medical Response, Inc., or AMR, was founded in 1992 through the consolidation of several well-
established regional ambulance companies, and since then has grown through more than 200 acqu:'smons In
February 1997, AMR merged with another leading ambulance company and became the largest ambulancc

EmCare Holdings Inc., or EmCare, was founded in Dallas, Texas in 1972 and initially grew by providing
emergency department staffing and related management services to larger.hospitals in the Texas markctplace
EmCare then expanded its presence nationally, primarily through a series of acquisitions in the ]990 s,

f
AMR and EmCare were acquired by Laidlaw Intemnational, Inc., previously Laidlaw Inc. (fLaidlaw”), in
1997 and became wholly-owned subsidiaries. ol

Effective January 31, 2005, an investor group led by Onex Partners LP and Onex Corporaﬁoﬁ (“Onex™), and
including members of our management, purchased our operating subsidiaries ~— AMR and EmCare — from
Laidlaw through 2 holding company, Emergency Medical Services L.P., or EMS LP, a limited parmcrsh:p
formed at the time of this acquisition. | .

The purchase price for AMR and EmCare totaled $828.8 million. We funded the purchase‘pfice and related
transaction costs with equity contributions of $219.2 million, the issuance and sale of $250.0 mxll:on principal
amount of our senior subordinated notes and borrowings under our senior secured credit fac:llly. including a term
loan of $350.0 miltion and $20.2 million under our revolving credit facility. N

From the completion of our acquisition of AMR and EmCare we operated through the ho]dir!ng company,
EMS LP, until the formation of EMSC, which is a Delaware corporation. A re-organization was effected
concurrently with our initial public offering of common stock on December 21, 2005 which resultcd in AMR,
EmCare and EMS LP becoming subsidiaries of EMSC, and EMSC controlling 100% of the voltmg power of EMS
LP. We own 22.6%, and Onex owns 77.4%, of the equity in EMS LP. Onex’s equity interest is held through LP
exchangeable units that are immediately cxchangcablc for, and substantially equivalent to, ourlclass B common

stock. .
I

We used $99.1 million of the net proceeds from our initial public offering of class A comlmon stock 1o repay
amounts outstanding undcr our senior secured credit facility. |l

|
]
'

|
Description of our Business : {
! |

Industry | ;

Accordmg to the Centers for Medicare and Medicaid Services, or CMS, national hea]thcarc spending
increased 7.3% to $1.7 trillion in 2003, and increased 8.6% in 2002. This reptesents faster growth than the
overall economy, which grew 4.8% and 3.4% during 2003 and 2002, respectively, as measured by the growth of
the gross domestic product. As of the date of this Form 10-K, fiscal 2004 and 2005 statistics are ‘not available.

Hospital care represents the largest individual segment of the healthcare industry, accountmg for an
estimated 30.8% of total healthcare spending in 2003. Hospital care expenditures increased 5. ]% to $511 billion
in 2003. CMS estimates that hospital care expenditures will increase to approx:matcly $934 billion by 2013,
representing a compound annual growth rate of 6.1% from 2003. The aging population and longer life
expectancy are increasing demand for healthcare services in the United Statcs and hospitals are expected fo be
among the principal beneficiaries.
I

|
|
|
|




Emergency Medical Services Industry [

We operate in the ambulance and emergency department services markets, two large and growmg segments
of the emergency medical services market. By law, most communities are required to prow.de emcrgcncy
ambulance services and most hospilals are requu"ed to provide emergency department services. 'Emergency
medical services are a core component of the ra:;ge of care a patient could potentially receive in the pre-hospital
and hospital-based settings. Accordingly, we bclﬁcvc that expenditures for emergency med:cal services will
continue to correlate closely to growth in the U. S hospital market. Approximately 43% of all hospital admissions .
originated from the emergency department in 2003 and a substantial portion of patients cnter the emergency
department by way of ambulance transport. We be]:cvc that the following key factors will contmue to drive

growth in our emergency medical services markets:

* Increase in outsourcing, Communities, lgovernment agencies and healthcare facnlmes arc under
significant pressure both to improve tht-i quality and to reduce the cost of care. The oulsourcmg of
certain medical services has become a ircferred means to alleviate these pressures. |

*  From 2000 to 2003, we believe outsourced emergency department services mcreased from 55% to
67% of total emergency deparlment services. ‘

+  From 1999 to 2003, the percentage of emergency medical transpon.atnon services supphed by private
ambulance providers increased from 34% to 39% in the country's largest 200 cmcs

+  Favorable demographics. The growth and aging of the population will be a s:gmﬁcant demand driver
for healthcare services, and we believe it will result in an increase in ambulance transpons emergency

department visils and hospital admissions.

-+ The U.S. Census Bureau estimates that the number of Americans over 65 will |Lcrea5c to 39 million
by 2010 from 31 million in 1990. I{ is also expecied that Americans over the age of 65 will increase
from one in eight Americans in 2000 10 one in five by 2030.

|
A 2003 CDC Emergency Department Summary noted that patients aged 65 or (I)vcr represent 38%
of patienss delivered 10 emergency departments by ambuiance. Emergency department visits for
persons aged 65 or over increased to 17.5 million'in 2003, a 26% increase from 1993

v Increased federal funding for disaster Ireparedners and other federal programs. ThelUnlled States
government has increased its focus on our nation's ability to respond quickly and effectxvcly 1o
emergencies, including both tetrorist attacks and natural disasters. Federal programs such as Homeland
Security, FEMA and funding for servides for undocumented aliens, have made increased funding
availabie for emergency services. .

(.

Additional factors that may affect the emergency medical services industry are describéd elsewhere in this
report. See ltem 1A, “Risk Factors — Risk Factors Related to Healthcare Regulation” and “Business —

Regulatory Matters."” I I

Ambulance Services ;
We believe the ambulance services market represents annual expendnures of appro:umalely $12 billion. The
ambulance services market is highly fragmented, with more than 14,000 private, public and not for-profit service
: . . S
providers accounting for an estimated 36 million ambulance transports in 2004. There are a limited number of
regional ambulance providers and we are one oﬁ only two national ambulance providers. '

‘Ambulance services encompass both 911 emergency response and non-emergency Lransport services,
including critical care transfers, wheelchair Lran'spons and other inter-facility ransports. Emcrgcncy response
services include the dispatch of ambulances cqul;ppcd with life support equipment and slaffed wnLh paramedics
and/or emergency medical technicians, or EMTS, to provide immediate medical care to mju{cd or 1] patients.
Non-emergency services utilize paramedics and EMTS to transport palients between hcalthcla:c facilities or
6 | !

N

t
|
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|
|



|

I

between facilities and patient residences. Given demographic trends, we expect the total numbcr of ambulance

transports to continue to grow at a stcady rate of 1% to 2% per year. ;
911 emergency response services are provided primarily under long-term contracts with communities and

govemnment agencies. Non-emergency services gencrally are provided pursuant to non-exclusive contracts with '

healthcare facilities, managed care and insurance companies. Usage tends 1o be controlled by the facility

discharge planners, nurses and physicians who are responsible for requesting ransport services. Non-emergency

services are provided primarily by private ambulance companies. Quality of service, depcndabnlnly and name

recognition are critical factors in winning non-emergency business.

Due to increased demand for effective use of technology, cost-efficient services, impraved patient cutcomes
and emergency preparedness and response, we believe that the current trend by communities and hospitals 1o
outsource ambulance services will contribute to growth for private providers. According to the Journal of
Emergency Medical Services, the pcrcentagc of emergency medical transportation services delivered by private
ambulance providers in the nation’s 200 largest cities increased from 34% in 1999 to 39% in 2003. Furthermore,
we expec! private providers to benefit as hospitals continue to outsource more of their ambulance services due 1o
changes in reimbursement rates and increased use of outpatient services.

!
Emergency Department Services ‘

We believe the physician reimbursement component of the emergency department services market
represents annual expenditures of approximately $10 billion. There are approximately 4,700 hospitals in the
United States that operate emergency departments, of which approximately 67% of these haspitals outsource
their physician staffing and management for this department. The market for outsourced emergency department
staffing and related management services is highly fragmented, with more than 800 nat:onal rcglonal and local
providers. We believe we are one of only five national providers. ;

1

Between 1993 and 2003, the total number of patient visits lo hospital emergency departmlenls increased
from 90.3 million to 113.9 million, an increase of 26%. At the same time, the number of hospual ernergency
departments declined 12%. As a result, the average number of patient visits per hospital cmcrgcncy department
increased substantially during that period. We believe these trends are resulting in an :ncrca'.sod focus by hospitals
on their emergency departments. As the per hospital demand for emergency department visits continues to i .
increase, we belicve that more hospitals will turn to well-established providers, such as EmCare, which have a
demonstrated track record of improving productivity and efficiency while providing high quality care.

| !
Business Segments and Services

We operate our business and market our services under our two business segments: AMR and EmCare. We
provide ambulance transport services in 35 states and the District of Columbia and provide services to emergency.
department and hospitalist programs in 39 states.

We believe that our operational structure enhances service detivery and maintains favorable contact with
key decision-rnakers and community leaders. Each region provides operational support and management of our
local business operaling sites and facilities. Our regional management is responsible for growing the business in
the region, overseeing key community and facility relationships, managing labor and employec relations and
providing regional support aclivities to our operaling sites.
|
We provide strategic direction and planning, centralized financial support, payroll administration, legal
services, hurnan resources, coordinated marketing and purchasing efforts and risk management through our
National Resource Center. We also support our operating sites with integrated information systems and
standardized procedures that gnable us to efficiently manage the billing and collections Processes, !
|
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i The following is a detailed business description for our two business segments.

I
l
|
|
|
I

AMERICAN MEDICAL RESPONSE

¢ American Medical Response, Inc., or AMR, lis the leading provider of ambulance services m 1he United
States. AMR and our predecessor companies have a long history in emergency medical services, havmg provided
services 10 some communities for more than 50 y%:a:s As of December 31, 2005 we had an 8% share of the total
ambulance services market and a 21% share of the private provider ambulance market. During the éleven months
ended December 31, 2005, AMR treated and Lran'sported approximately 3.2 million patients in 33 states utilizing
more than 4,400 vehicles that operated out of mo:re than 200 sites. AMR has approximately 2, 900 contracts with
communities, government agencies, healthcare providers and insurers to provide ambulance Lranspon services.
AMR's broad geographic footprint enables us 10 contract on a national and regional basis with managcd care and
insurance companies. AMR has made significant{investments in technology, customer service programs.
employee training and risk mitigation programs to deliver a compelling value proposition to our cuslomers.
which has led to what we beliéve is our :ndusuy-ieadmg contract retention rate of 99% and mgmfncam new
contract wins for the eleven months ended Decerhber 31, 2005. _ [

For the eleven months ended December 31, %005 approximately 58% of AMR’s net n:vcnu;e was generated
from emergency 911 ambulance services, Wthh' nclude treating and stabilizing patients, Lranspomng the patient
to a hospital or other healthcare facility and providing attendant medical care en-route. Non-cmergency
ambulance services, including critical care transfer wheelchair transports and other interfacility transports,
accounted for 32% of AMR’s net revenue for the same period, with the balance generated {rom the provision of

training, dispatch centers and other services to communities and public safety agencies. |

. T
i As derived from our annual consolidated or,combined financial statements found elsewhere in this report,
AMR’s revenues, income from operations, and 1otal assets were as follows for each of the periods indicated

(amounts in thousands): : , I :

As of and for the |
| Year
Ele the Five month: -
vopenths Fremonhs | endet

December 31, January 31, LAug 2
i ‘ 2005 2005 2004 2003
Netrevenue . . ... ....oeonenrenrnneo. b, $1,059,725  $455059 $1.054,800 $1.007,151
Income from operations . .. ... PR L 49,314 17,465 41,928 16,694
TOtal BSSEIS ..o R 807,874 645441 628635 605,268

|
See Item 7, “Management’s Discussion and Analysis of Financial Condition and Results ot" Operations” for
further information on AMR’s financial results. | ‘

We have been instrumental in the development of protécols and policies applicable to the emergency
services industry, We believe our key business competencies in communications and logistics management and
our partnerships with local fire departments enable us to operate profitably in both large and small communities
and position us'to continue our growth orgamcaliy. | I

We provide substantially all of our ambulance services undcr our AMR brand name. We opcrale under other
names when required to do so by loca) statute or contractual agreement. P

|

Services '
M 1
We provide a full range of emergency and|non-emergency ambulance transport and refated services, which
include: f
Emergency Response Services (911). We provide emergency response services primarily under long-term
exclusive contracts with communities and hospitals. Our coniracts typically stipulate that we must respond 10

8




911 calls in the designated arca within a specified response time. We utilize lwo types of a.mbulance units —
Advanced Life Support, or ALS, units and Basic Life Support, or BLS, units. ALS units, thch are staffed by
two paramedics or one paramedic and an emergency medical technician, or EMT, are cqmpped with high-acuity
life support equipment such as cardiac monitors, defibrillators and oxygen delivery systems, and carry
pharmacceutical and medical supplies. BLS units are generally staffed by two EMTs and aré outfitted with
medical supplies and equipment necessary to administer first aid and basic medical treatment. The decision 1o
dispatch an ALS or BLS unit is determined by our contractual requirements, as well as by the nature of the
medical situation. i

Under cenain of our 911 emergency response contracts, we arc the first responder to an emergency scene.
However, under most of our 911 contracts, the local fire department is the first responder. In these situations, the
fire department typically begins stabilization of the patient. Upon our arrival, we conlinue stabilization through
the provision of attendant medical care and transport the patient to the closest appropriate healthcare facility. In
certain communities where the fire department historically has been responsible for both first response and
emergency services, we seck to develop public/private partnerships with fire departments rather than compete
with them 10 provide the emergency transport service. These partnerships emphasize collaboration with the fire
departments and afford us the opportunity to provide 911 emergency services in communities that, for a variety
of reasons. may not otherwise have outsourced this service to a private provider. In most instances, the provision
of emergency services under our partnerships closely resembles that of our most common 91} contracts
described above, The public/private partnerships lower our costs by reducing the number of full-lime paramedics
we would otherwise requirc. We estimate that the 911 contracts that encompass these public/private partnerships
represented approximately 18% of AMR’s net revenue for the cleven months ended December 31, 2005.

[

Non-Emergency Transport Services. With non-emergency services, we provide transportation to patients
requiring ambulance or wheelchair transport with varying degrees of medical care needs between healthcare
facilities or between healthcare facilities and their homes. Unlike emergency response services, which typically
are provided by communities or private providers under exclusive or semi- exclusive contracts, non-emergency
transportation usually involves multiple contract providers at a given facility, with one or more of the
compelitors designated as the “preferred” provider. Non-emergency transport business gencra]ly is awarded by a
healthcare facility, such as a hospital or nursing home, or a healthcare payor, such as an HMO managed care
organization or insurance company.

Non-emergency transport services include: (i) inter-facility critical care transport, (ii) wheelchair and
stretcher-car transporls, and (iii) other inter-facility transports.

+  Critical care transports are provided to medically unstable patients (such as cardiac patients and neonatal
putients) who require critical care while being transported between healthcare facilities, Critical care
services differ from ALS services in that the ambulance may be equipped with additional medical
equipment and may be staffed by one of our medical specialists or by an employee of a healthcare
facility to attend to a patient’s specific medical nceds. \

+  Wheelchair and stretcher-car transports are non-medical transportation provided to handicapped and
certain non-ambulatory persons in some service areas. In providing this service, we use vans that
contain hydraulic wheelchair lifts or ramps operated by drivers who generally are trained in

_ cardiopulmonary resuscitation, or CPR. '

*  Other inter-facility transports, that require advanced or basic levels of medical supervision during
transfer, may be provided when a home-bound patient requires examination or treatment at a healthcare
facility or when a hospital inpatient requires tests or ireatments (such as magnetic resonance imaging, or
MRI, testing, CAT scans, dialysis or chemotherapy treatment) available at another facility. We use ALS

or BLS ambulance units to provide general ambulance services depending on the patient’s needs.
I
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Other Services. In addition to our 911 emergency and non-emergency ambulance services, we provide the
following services: |

»  Dispatch Services. Our dispatch centers manage our own calls and, in certain communities, also manage
dispatch centers for public safety agencies, such as police and fire departments, aeromcdlcal transpon
programs and others.

_*  Event Medical Services. We provide medical stand-by support for concerts, athletic cvcnts parades,
conventions, intemational conferences and VIP appearances in conjunction with local and federal law
enforcement and fire protection agencies. We have contracts to provide stand-by support for numerous
sports franchises, as well as for various NASCAR events, Hellywood production s!udu;usI and other
specialty events. | |

' »  Managed Transportation Services. Managcd care organizations and insurance companies contract with
‘us to manage various of their medical transportation-related needs, including call- ud(mg'and scheduling,
management of a network of transportation providers and billing and reporting through our internally
developed systems. b

s Paramedic Training. We own and operate National College of Technical Instruction, or rN('ITI the
largest paramedic training school in the United States and the only accredited institution :ofw its size, with
over 500 graduates each year. . i

. [

Medical Personnel and Quality Assurance ‘

Approximately 72% of our 18,600 employees have daily contact with patients, including ap;;roximatcly
5,300 paramedics, 7,700 EMTs and 300 nurses. Paramedics and EMTs must be state-certified to transport
patients and perform emergency care services. Certification as an EMT requires completion of a minimum of 140
hours of training in a program designated by the United States Department of Transportation, such as those
offered at our training institute, NCTE. Once this program is completed, state-certified EMTs are Ihen eligible to
participate in & state-certified paramedic training program. The average paramedic program mvolves over 1,000
hours of academic trammg in advanced life support and assessment skills. l ,

In most communilies, local physician advisory boards develop med1cal protocols to be followed by
paramedics and EMTs in a service area. In addition, instructions are conveyed on a case-by-case bas:s through
direct communications between the ambulance crew and hospital emergency room physicians durmg the
administration of advanced life support procedures. Both paramedics and EMTs must complete conUnumg
education programs and, in some cases, state supervised refresher training examinations to maintain. their
certifications. :

We maintain a commitment to provide high quality pre- and post-hospital emergency medica;l care. In each
location in which we provide services, a medical director, who usually is a physician associated wlith a hospital
we serve, monilors adherence to medical protocol and conducts periodic audits of the care providc'd In addition,
we hold retrospective care audits with our cmployces 10 evaluate compliance with medical and pcrfonnance
standards. |

Our commitment to quality is reflected in the fact that 15 of our dispatch centers across the coumry are
accredited by the Commission on Accreditation of Ambulance Services, or CAAS, representing 15% of the total
CAAS accredited centers. CAAS is a joint program between the American Ambulance Assouauon and the
American College of Emergency Physicians. The accreditation process is voluntary and evaluates, numcrous
qualitative factors in the delivery of services. We believe communities and managed care provxders mcreasmgly
cons:der accredltauon as one of the criteria in awarding contracts. b

10

|
t
|
|
|
[
f
?




Billing and Collections

Our intenal pauem billing services, or PBS, offices located across the United States invoice and collect for
our services. We receive payment from the following sources: . :

» the federal and state governments, primarily under the Medicare and Medicaid programs,
+ health maintenance organizations, preferred provider organizations and private iszu'rers.

« individual patients, and

+ community subsidies and fees. I
f

The table below presents the approximate percentages of AMR's net revenue from thie Ifollowing sources:

Percentage of AMR
Net Revenoe
Year
Bl Meats
December 31, August 3,
- _mes| T Wu 203
Medicare .......oooeeeeeen... e 3% 33% 33%
Medicaid ... .. e e e 6 6 6
Commercial insurance/ managedcare ...............0oviriinnnnn 47 | ' 45 44
SEIf-PAY .+t e e 5, 5 6
Subsidies/ fees .. ... i e e —]-l-f I o n
Total NEL FEVENUE . ..\ttt ie e et e e @?o; 100% @%

See “Business — Regulatory Matters — Medicare, Medicaid and Other Govcrnmcnt Program
Reimbursement” for additional information on reimbursement from Medicare, Medicaid a.nd other government-

sponsored programs. !

We have substantial experience in processing claims to third party payors and employ a billing staff trained
in third party coverage and reimbursement procedures. Our integrated billing and cullecuon systems allow us to
tailor the submission of claims to Medicare, Medicaid and certain other third party payors and has the capability
to electronically submit claims to the extent third party payors’ systems permit. This system also provides for
tracking of accounts receivable and status pending payment. When collecting from mdmduals we sometimes
use an automated dialer that pre-selects and dials accounts based on their status within the billing and collection

cycle, which we believe improves our collection rate. v
|

Companies in the ambulance services industry maintain significant provisions for doubttul accounts
compared to companies in other industries. Collection of complete and accurate patient blllmg information
during an emergency service call is sometimes difficult, and incomplete information hinders post-service
collection efforts. In addition, we cannot evaluate the creditworthiness of patients requiring emergency transport
services. Our allowance for doubtful accounts generally is higher for transports resulting from emergency
ambulance calls than for non-emergency ambulance requests. See Item 1A, “Risk Factors — Risk Factors
Related to Healthcare Regulation — Changes in the rates or methods of third party mlmbursemenls may
adversely affect our revenue and operations.™ | [

State licensing requirements, as well as contracts with communities and healthcare 'facilitics typically
require us to provnde ambulance services without regard to a patient’s insurance covcrage or ability to pay. As a
result, we often receive partial or no compensation for services provided to patients who are not covered by
Medicare, Medicaid or pnvate insurance. The anticipated level of uncompensated care and uncollectible accounts
is considered in negotiating a government-paid subsidy to provide for uncompensated care and permitted rates
under contracts with a community or government agency.

1
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A significant portion of our ambulance transport revenue is derived from Medicare payinenls The Balanced
Budget Act of 1997, or BBA, modified Medicare reimbursement rates for emergency transportation with the
introduction of a national fee schedule. The BBA provided for a phase-in of the national fee schcdule by blending
the new national fee schedule rates with ambulance service suppliers’ pre-existing “reasonable charge”
reimbursement rates. The BBA provided for this phase-in period to begin on April 1, 2002, wnh full transition to
" the national fee schedule rates 1o be effective January 1, 2006. In some regions, the national fee schedule would
have resulted in a decrease in Medicare reimbursement rates of approximately 25% by the end of the phase-in
period. Partially in response to the dramatic decrease in rates dictated by the BBA in some reglons the Medicure
. Modernization Act established regional rates, certain of which are higher than the BBA’s national rates, and
provided for the blending of the regional and national rates until Janvary 1, 2010. Other rate'pr'ovnsnons included
in thé Medicare Modemization Act provide further temporary mitigation of the impact of the BBA decreases,
including a provision that provides for 1% to 2% increases for blended rates for the period from January 1, 2004
through December 31, 2006. Because the Medicare Modernization Act relief is of limited durauon we will
continue to pursue strategics 1o offsel the decreases mandated by the BBA, including seckmg fee and subsidy

increases. | , |

We estimate that the impact of the ambulance service rate decreases under the national, fce schedule
mandated under the BBA, as modified by the phase-in provisions of the Medicare Modermzauon Act, resulted in
a decrease in AMR’s net revenue for the fiscal years ended August 31, 2003 and 2004 of approxlmatcly $20
million and $i1 mitlion, respectively, resulted in an increase in AMR’s net revenue of approxlmalcly $16 million
during calendar year 2005, and will result in a decrease in AMR's net revenue of approxlmalely $18 million in
2006. Based upon the current Medicare transport mix, we expect a further decrease in our net revenue totaling
approximately $11 million for the period 2007 through 2010. We have been able to subslanually mitigate the
phase-in reductions of the BBA through additional fee and subsidy increases. As a 911 emergency response
provider, we are uniquely positioned to offset changes in reimbursement by requesting increases in the rates we
are permitted to charge for 911 services from the communities we serve. In response, these communities often
permit us to increase rates for ambulance services from patients and their third party payors in order 1o ensure the
maintenance of required community-wide 911 emergency response services. While these raleimcreaSes do not
result in higher payments from Medicare and certain other public or private payors, overall t.hey increase our
revenue. ) | i

See “Regulatory Matters — Medicare, Medicaid and Other Government Program Relmbursement for
additional information on reimbursement from Medicare, Medicaid and other govemment-sponsorcd programs.

Contracts ) |

As of December 31, 2005, we had approximately 155 contracts with communities andj government agencies
to provide 911 emergency response services. Contracts with communilies to provide emergency transport
services are typically exclusive, three to five years in length and generally are obtained through a competitive
bidding process. In some instances where we are the existing provider, communities ¢lect to fenegotiate existing
contracts rather than initiate new bidding processes. Our 911 contracts ofien contain upuons for eamed
extensions or evergreen provisions. We have improved our contract retention rate 10 99% for fiscal 2005
compared to 81% in fiscal 2001, In fiscal year ended December 31, 2005, our top ten 911 contracts accounted for
approximately $273.5 million, or 25.8% of AMR's net revenue. We have served these ten cu’stomers ona
continual basis for an average of 34 years. I

Our 911 emergency response contracts typicatly specify maximum fees we may charée and set forth
minimum requirements, such as response times, staffing levels, types of vehicles and equipment, guality
assurance and insurance coverage. Communities and government agencies may also require Us to provide a
performance bond or cther assurances of financial responsibility. The rates we are permmed 1o charge for
services under a contract for emergency ambulance services and the amount of the subsuiy. if any, we receive
from a community or government agency depend in large part on the nature of the serwces we provide, payor
mix and performance requirements. i
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We have approximately 2,700 contracts to provide non-emergency ambulance services with hospitals,
nursing homes and other healthcare facilities that require a stable and reliable source of medical transportation
for their patients. These contracts typically designate us as the preferred ambulance service provider of
non-emergency ambulance services to those facililies and permit us to charge a base fee, mileage reimbursement,
and additiona) fees for the use of particular medical equipment and supplies. We also provide a sighiﬁcam
portion of our non-emergency transports to facilities and organizations in competitive markets without specific
contracts.

Non-emergency transports ofien are provided to managed care or insurance plan members who are
stabilized at the closest available hospital and are then moved to facilities within their health plan's network. We
believe the increased prevalence of managed care benefits larger ambulance service providers, which can service
a higher percentage of a managed care provider's members. This allows the managed care provider 10 reduce its
number of vendors, thus reducing administrative costs and allowing it to negotiate more favorable rates with
healthcare facilities. Qur scale and broad geographic footprint enable us to contract on a nauonal and regional
basis with managed care and insurance companies. We have contracts with large healthcare nctworks and

insurers including Kaiser, Aetna, Healthnet, Cigna and SuramaCare.
{

We believe that communities, government agencies, healthcare facilities, managed care corhpanies and
insurers consider the quality of care, historical response time performance and total cost to be among the most
important factors in awarding and renewing contracts.

Dispatch and Communications i

Dispatch centers control the deployment and dispatch of ambulances in response to calls lhrough the use of
sophisticated communications equipment 24 hours a day, seven days a week. In many operating 'sites, we
communicate with our vehicles over dedicated radio frequencies licensed by the Federal Communications
Comrmsmon In certain service areas with a large volume of calls, we analyze data on traffic paucrns
demographics, usage frequency and similar factors with the aid of Sysiem Status Management, or SSM
technology, to help determine optimal ambulance deployment and selection. In addition to dlspatchmg our own
ambulances, we also provide dispatching service for 52 communities where we are not an .unbulance service
provider. Our dispatch centers are staffed by EMTs and other experienced personnel who use Iocal medical
protocols to analyze and triage a medical situation and determine the best mode of transport. |

Emergency Transport. Depending on the emergency medical dispatch system used in a designated service
area, the public authority that receives 911 emergency medical calls either dispatches cur ambulances directly
from the public control center or communicates information regarding the location and type of medical
emergency to our control center which, in turn, dispaiches ambulances to the scene. While the ambulance 15
en-route to the scene, the ambulance receives information concerning the patient’s condition prior to the
ambulance’s arrival at the scene. Our communication systems allow the ambulance crew to communicate directly
with the destination hospital 1o alert hospital medical personnel of the arrival of the patient and the patient’s
condition and to receive instructions directly from emergency room personnel on specific pre-hospital medical
treatment. These systems also facilitate close and direct coordination with other emergency service providers,
such as the appropriate police and fire departments, that also may be responding to a call.

Non-Emergency Transport. Requests for non-emergency transports typically are made by physicians,
nurses, case managers and hospital discharge coordinators who are interested primarily in prompt ambulance
arrival at the requested pick-up time. We are also offering on-line, web-enabled transportation ordering to certain
facilities. We use our Millennium software to track and manage requests for transportation services for large

healthcare facilities and managed care companies,
i
|

We support our regions with integrated information systems and standardized procedures that enable us 1o
efficiently manage the billing and collections processes and financial support functions, Our recently developed

Management Information Systems

i
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technology solutions provide information for operations personnel, including real-time operating statistics,

tracking of strategic plan initiatives, electronic purchasing and inventory management solutions. !
o

1 .
We have three management information systems that we believe have significantly enhanced our operations

— our e-PCR technology, our Millennium call-taking system and our SSM ambulance posmom.ng system.

. e-PCR. In those opera{mg sites where we have implemented it, our e-PCR technology has enhanccd the
process of capturing clinical palient data. The electronic record replaces the paper patient care record and
provides the paramedic with clinical flowcharts to document each assessment and procedure pcrformcd The
technology also integrates patient clinical and demographic information with billing information :a]lowmg the
ambulance crew 10 ensure that patient information is updated at the scene. Billing information can be transmitted
electronically while the ambulance is en-route, thus reducing the billing cycle time and the cost a:ssc;ciated with
the manual input of patient care record information. Our initial implementation of this technology has improved
our ability to capture billable revenue and decrease our billing costs. We currently employ e-PCR technology on
ruggedized laptops in eight of our operating sites and we plan to implement it in four additional operating sites
through 2006. This technology currently is available in operating sites that accounted for approximately 10% of
AMR's ambulance transports and approximately 13% of AMR’s net revenue for the eleven months ended
December 31, 2005. !

Millennium. Our proprietary Millennium system is a call-taking application that tracks and |!Ina'nages
requests for transportation services for large healthcare facilities and managed care companies. The, system is
designed to make certain medical necessity and benefit level determinations prior to ransport. Thcsc
determinations can be customized to fit an individual customer’s needs. Customers call a single tpll -free
tclephone number and are routed to the appropriate AMR call center. The telephone system is mu:grated into the
Millennium application, which gives the answering agent spcmﬁc call information, including customized
greetmgs, patient information and priority of the call. The system logic verifies whether the transport is
authorized by the heatth plan. If the transport is determined to be appropriate, the system then assigns a response
time and level of service based on the information obtained from the requestor. For the eleven months ended
December 31, 2005, we utilized Millennium for approximately 201,000 transactions resulting in 194,000

transports in the period. : ;

' §5M. Qur SSM technology enables us to use historical data on fleet usage patterns to predicft where our
emergency transport services are likely to be required. SSM also creates a visual display of current demand,
ailowing us 1o position our ambulance units more effectively. This flexible deployment allows us 1 lmprovc
response times and increase asset utilization. Additionally, we have recently begun to lmph.menl rca] time"
SSM. This state-of-the-art SSM technology will allow us to continuously position owr ambulancés n optumzed
locations. thereby further improving rcsponsc limes and maximizing asset utilization, | :

t i
Sales and Marketing |

Our 100-person sales and marketing team is comprised of two distinct groups — one focused primarily on
contract retention and the other on generating new sales. Many of our sales and marketing cmployecs are former
paramedlcs or EMTs who began their carcers in the emergency transportation industry and are therefore well-
qualified to understand the needs of vur customers. Our sales force is incentivized through a compensauon

package that includes base salary and bonus potential based on achieving specified perfomxance'largexs
|

We continue to seek expansion in both the geographic markels we serve and the scope of services we
provide in existing markets. Ownership of the local emergency response contract can be advamagcous to us when
bidding for non-emergency business, because our existing fleet of ambulances and dispatch ccnt!crs maintained
for emergency response can also be used for non-emergency business. For the same reason, our owncrshlp ofa
successful non-emergency business can be advantageous 10 us when trying to unseat an mcumbcnt emergency
response operator or to obtain a contract in a newly privatized market.

|
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We respond to requests for proposals that generally include demographic information of the community or
facilities, response time parameters, vehicle and equipment requirements, the length of the contract, the minimum
qualifications of bidders, billing information, selection criteria and the format to be followed in the bid. Prior to
responding to a request for proposal, AMR's management team ensures thal the proposal is in line with certain
financial and service parameters, Management evaluates all aspects of each proposal, including financial
projections, staffing models, resource requirements and competition, to determine how to best achieve our

business objectives and the customer goals. i

Risk Management i
We are committed (o the safety of our employees and the patients and communities we serve, Our
commitment is manifested in our World Class Safety Program, which has gained distinction with the National
Safety Council and has served as a benchmark for other companies. This program consists of two important
goals: - I

* To be the leader tor safety in the emergency medical services industry, and

*  To be recognized as a leader for safety among all industries, .

Our World Class Safety Hogﬁm is built upon five important components: i
*  Selecting highly qualified employees,

* Providing exemplary safety policies and programs to control losses,
» Effective training and education programs,

»  Accountability of management and eraployees for safety of the operation, and -
|
« Continuous review of new opportunities and existing programs for 1mprovemenl

We train and educate all new employees about our safety programs including, among others, emergency
vehicle operations, various medical protocols, use of equipment and patient focused care and advecacy. Our
safety training also involves continuing education programs and a monthly safety awareness campaign. We also
work directly with manufacturers to design equipment modifications that enhance both patu:nt and clinician

safety.

Our safety and risk management team develops and execules strategic planning initiatives focused on
mitigating the factors that drive losses in our operations. We aggressively investigate and respond to all incidents
we believe may result in a claim. Operations supervisors submit documentation of such mc1dents to the third
party administrator handling the claim. We have a dedicated liability unit with our third pa.rty administrator
which actively engages with our staff to gain valuable information for closure of claims. Information from the
claims database is an important resource for identifying trends and developing future safeity initiatives.

We utilize an on-board monitoring system, RoadSafety, which measures operator performance against our
safe driving standards. Our operations using RoadSafety have experienced improved dnvmg behaviors within 90
days of installation. RoadSafety has been implemented in approximately 60% of our vehicles in emergency
response markets.
i
Competition '
Qur predominant competitors are fire departments, with 38% of the ambulance transport services market.
Firefighters have traditionally acted as the first responders during emergencies, and in many communities
provide emergency medical care and transport as well. In many communities we have esmbl:shed public/private
partnerships, in which we integrate our transport services with the first responder services of the local fire
department. We believe these publlclpnvate partnerships provide a2 model for us to collaborate, rather than
compete, with fire departments to increase the number of communities we serve.
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i Competition in the ambulance transport market is based primarily on:

L. pricing, : |

+ the ability to improve customer service, such as on-time performance and efficient call inu\'ke,

I
» the ability to recruit, train and motivate employees, particularly ambulance crews who have direct
contact with patients and healthcare personnel, and |

: |
i« billing and reimbursement expertise. , ‘ |

~ Qur largest competitor, Rural/Metro Corporation, is the only other national provider of ambtllallce 1ransport
servu:cs and generates ambulance transport revenue less than half of AMR’s net revenue. Other prwale provider
compemors include Southwest Ambulance in Arizona and New Mexico, Acadian Ambulance Scr'vn':e in
Louisiana and smail, locally owned operators that principally serve the mtcr—facnhty transport market

\ . |

Insumnce l‘ |

Workers Compensation, Auto and General Liability. For periods prior to September 1, 2001 we were fully-
msured for our workers compensation, auto and general liability programs through Laidlaw’s captlve insurance
program. We have retained liability for the first $1 million to $2 million of the loss under these prbgrams since
September 1, 2001, through ACE American Insurance Co. and Laidlaw’s captive insurance program during this
period. Generally, our umbrella policies covering claims that exceed our deductible levels have an annual cap of
approxunately $100 million. :
|

meesuonat Liability. For periods prior to Apnl 15, 2001, we are insured for our professional hablluy
claxms through.third party insurers. Since April 15, 2001, we have a self-insured retention for ouermfcss:onal
Ilablhty coverage, which covers the first $2 million for the policy year ending April 15, 2002, and covcrs the first
85 lo $5.5 millien for policy periods after April 15, 2002. In addition, we have umbrella policies wnlh third party
msur\:rs covering claims exceeding these retention levels with an aggregate cap of $10 million for cach separate

pohcy period. ' l |

En viraum:ental Matters : | |

. We are subject to federal, state and local laws and regulations relating 1o the presence of hazlardous
malenals and poliution and the protection of the environment, including those governing emlsmons to air,
discharges to waler, slorage, treatment and disposal of wastes, including medical waste, remed:auon of
contaminated sites, and protection of worker health and safety. We believe our current opcrauom are in
substantial compliance with all applicable environmental requirements and that we maintain all mgtq:nal permits
required to operate our business. ‘ |
[

| Certain environmental laws impose strict, and under certain circumstances joint and several, lhatnl:ty for
investigation and remediation of the release of regulated substances into the environment. Such lubllnly can be
imposed on current or former owners or operators of contamninated sites, or on persons who dlsposc Ior arrange
for disposal of wastes at a contaminated site. Releases have occurred at a few of the facilities we lleasc as a result
of historical practices of the owners or former operators, Based on available information, we do not beheve that*
any known compliance obligations, releases or investigations under environmental laws or regulataons will have
a material adverse effect on our business, financial position and results of operations. However, th'ere can be no
guarantee that these releases or newly discovered information, more stringent enforcement of or changes in
environmental requirements, or our inability to enforce available mdemmﬁcauon agreements will’ not result in
significant costs.

||
[
|

|
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Employees !
" The following is the break down of our eraployees by job classification as of December 31, [2005

" Job Classiflcation Full-time  Pari-time ! _Total
ParamediCs ... ..ottt e 3,466 1.872 bo5,338
Emergency medical technicians ............. o0 i 5,202 2,533 . 1,735
- N 138 168 306
Supportpersonnel ............ .. . ool R 4,550 715 - 5,265

£ 07 RO 1335 5, 28? ' 18,644

Approximately 48% of our employees are represented by 41 collective bargaining agreemems Fourteen of
these collective bargaining agreements, representing approximately 4,100 employees, are sub]ect to renegotialion
in 2006. We believe we have a good relationship with our employees. We have increased our employee retention
to 81% in the eleven months ended December 31, 2005 from 65% in fiscal 2002. We have never experienced any

union-related work stoppages. i
!

EMCARE

EmCare is the largest provider of outsourced emergency department staffing and refated nganagcmcnl
services to healthcare facilities in the United States. As of December 31, 2005 EmCare had a 6% share of the
tétal emergency department services market and a 9% share of the outsourced emergency dcpartment services
market. During the eleven months ended December 31, 2005, EmCare had approximately 5.6 million patient
visits in 39 states. EmCare has 335 contracts with hospitals and independent physician groups t fo provide
emergency department and hospiltalist staffing, management and other administrative services.'We believe that
EmCare’s successful physician recruitment and retention, high level of customer service and advanced risk
management programs have resulted in an improvement in our contract retention rate from 74% in 2001 to 88%

in fiscal 2005. We have added 84 net new contracts since 2001. i

EmCare primarily provides emergency department staffing and related management semccs to healthcare
facilities. We recruit and hire or subcontract with physicians and other healthcare profess:omls who then
provide professional services to the hospitals with whom we contract. We also have practice support agreements
with independent physician groups and hospitals pursuant 1o which we provide unbundled ma:llagemen! services
such as billing and collection, recruiting, risk management and certain other administrative se:l'vu:cs

In addition, we have become one of the leading provnders of hospitalist services. A hospitalist is a physician
who specializes in the care of acutely il patients in an in-patient setting. While we have prov:ded limited
hospitalist services for the past 10 years, it is only in the Jast 2 years that we have focused on expandmg this
program. We have increased our hospitalist programs from 8 contracts at August 31, 2003 to 26icontracts at
December 31, 2005, increasing our net revenue for this program from approximately $7.2 nulhon in fiscal 2001
to approximutely $28.7 million, or approximately 4.8% of EmCare’s net revenue, for fiscal 2005 As of
December 31, 2005, we independently contracted with or employed approximately 189 hosplitallst physicians.

As derived from our annual consolidated or combined financial statements found clsewh_cre in this report,
EmCare’s revenues, income from operations, and lotal assets were as follows for each of the periods indicated

{amounts in thousands): . U

Asofandforthe | ;
. Eevenmoaths  Five months - Year
ded ded |, ended
December 31, January 31, Augost 31,
2005 2005 2004 2003

NELTEVERUE - « v e v e ev e eeneerennnns $595,760 $241,120  $549,798  $480,645
Income from operations . ................. 34,065 3,225 28, 046 20,034
Total assets . ..o ve i vini oo 443,435 338,069 320, 964 309,478
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Sce Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ for

further information on EmCare’s financial results. |
f

We are'a leading provider of outsourced services and have developed specific competencies and operating
groups to address the unique needs of our customers. Throughout our history, EmCare has enjoyed a strong
reputation as a quality provider of emergency department staffi ng and related management services.
s
The range of staffing and related management services we provide includes: : .
*  recruiting, scheduling and credentials coordination for clinical professionals, ' |
'« support services, such as payroll, insurance coverage, continuing education servicels and management

training, and Iv

* coding, billing and collection of fees for services provided by medical professionals.

Services

We provndc a full range of outsourced physician staffing and related management scrvilces for emergency
department and hospitalist programs, which include: ) |

Coniract Managemen:, We utilize an integrated approach 10 contract management that' involves physicians,
non-clinical business experts, operational and quality assurance specialists. An on-site med:cal director is
responsible for the day-to-day oversight of the operation, including clinical quality, and works closely with the
hospital’s management in developing strategic initiatives and objectives. The regional d::eclor of operations,
which is a clinical position, provides systems analysis and improvement plans. A quality rnlanagcr develops site-
specific quality improvement programs, and a practice improvement staff focuses on chart documentation and
physician utilization pattemns. The regional-based management staff provides support for these efforts and
ensures that each customer’s expectations are identificd, that service plans are developed and executed to meet
those expectations, and that the Company’s and the customer’s financial cbjectives are achileved

|

" Staffing. We provide a full range of staffing services to meet the unique needs of each healthcare facility.
Our dedicated clinical teams include qualified, career-oriented physicians and other healthcare professionals
responsible for the delivery of high quality, cost-effective care. These teams also rely on managcnal personnel,
many of whom have clinical experience, who oversee the administration and operations of the clinical area.
Ensuring that each contract is staffed with the appropriately qualified physicians and that cnvcrage is provided
without any service deficiencies is critical 1o the success of the contract. We believe that our approach to
recruiting, staffing and scheduling provides us with a unique advantage in achieving these IObJCCUVCS

Recruiting. Many healthcare facilities lack the dedicated resources necessary to identify and attract
specialized, career-oriented physicians. We have commitied significanl resources to the development of
EmSource, a proprietary national physician database that we utilize in our recruiting programs across the
country. Our marketing and recruiting staff continuously updates our database of more than 800,000 physicians
with relevant data and contact information to allow us to match potential physician candidates to specific
openings based upon personal preferences. This targeted recruiting methed increases the success and efficiency
of our recruiters, and we believe significantly increases our physician retention rates. We actively recruit
physicians through various media options including telemarketing, direct mail, convenuons journal advertising
and our intemet site. |

Scheduling. Our scheduling departments assist our medical directors in scheduling physmans and other
healthcare professionals in accordance with the coverage model at each facility, We prov:ldc 24-hour service to
ensure that unscheduled shift vacancies, due to situations such as physician illness and personal emergencies, are
filled with alternalive coverage.
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Payroll Administration and Benefits. We provide payroll administration services for the physicians and
other healthcare professionals with whom we contract to provide services at customer sites. Additionally,

healthcare facilities benefit from the elimination of the overhead costs associated with the administration of
payroll and, where applicable, employee benefits.

Customer Satisfaction Programs. We design and implement customized patient satisfaction programs for
our hospital customers. These programs are designed to improve patient satisfaction through the use of
communication, family inclusion and hospitality techniques. These programs are delivered to the clinical and

non-clinical members of the hospital emergency department. .

Other Services. We provide a substantial portion of our services to hospitals through our affl'i]iale physician
groups. There are situations in which hospitals and physicians are interested in receiving stand—alone
managcment services such as billing and collection, scheduling, recruitment and risk managemenl, and at times
we unbundle our services to meet this need. Pursuant to these practice support agreements, whmh generally will
have a term of one to three years, we provide these services to independent physician groups and healthcare
facilities. As of December 31, 2005, we had 14 practice support agreements which generated $5.2 million in net
revenue in the eleven months ended December 31, 2005, a 3.7% decrease over the same period for 2004.

Operational Assessments. We undertake operational assessments for our hospital customers that include
comprehensive reviews of critical operational matrices, including turnaround times, triage systems, “left without
being seen,” throughput times and operating systems. These assessments establish baseline values, develop and
implement process improvement programs, and then we monitor the success of the initiatives. This is an ongoing
process that we cantinually monitor and modify. ;

Practice Improvement. We provide ongoing comprehensive documentation review and training for our
affiliated physicians. We review certain statistical indicators that allow us to provide specific training to
individual physicians regarding documentation, and we tailor training for broader groups of physicians as we see
trends developing in documentation-related areas. Our training focuses on the completeness of the medical
record or chart, specific payor requirements, and government rules and regulations. -

L
'R:sk Management : | :

We utilize our risk management department, senior medical leadership and on-site medical Icim:c:tors to
conduct aggressive risk management and quality assurance programs. We take a proactive role in promoting
early reporting, evaluation and resolution of incidents that may evolve into claims. Qur risk managément
function is designed to mitigate risk associated with the delivery of care and to prevent or minimize costs
associated with medical professional liability claims and includes:

Incident Reporting Systems. We have established a comprehensive support system for medlca]
professionals. Qur Risk Management Hotline provides each physician with the ability to discuss medical issues
with a peer. In the event of a negative patient outcome, the physician may discuss legal and medical issues in
anticipation of litigation directly with an EmCare attomey experienced with medical malpractice issues.

Tracking and Trending Claims. We have an extensive claims database developed from our experience in the
emergency department setting, From this database, we track multiple data points on each professional liability
claim. We utilize the daiabase to identify claim trends and risk factors so that we can better target our risk
management initiatives. Each year, we target the medical conditions associated with our most frequent
professional liability claims, and provide detailed education to assist our affiliated medical profeas:onals in
treating these medlcal conditions. !

[

|
Professional Risk Assessment. We conduct risk assessments of our medical professionals. Typically, a risk
assessment includes a thorough review of professional liability claims against the professional, asséssment of
issues raised by hospital risk management and identification of areas where additional education may be
advantageous for the professional. |
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with a given claim.

. Billing and Collections

|;
|
I
l

!
|
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1

Hospital Risk Assessmeni. We conduct risk assessments of potential hospital customers in conjuncuon with
‘our sales and contracting process. As part of the risk assessment, registered nurses or physwlans employed by vs
'cenduct a detailed analysis of the hospital’s operations affecting the emergency department or hospnallst
services, including the triage procedures, on-call coverage, transfer procedures, nursing stafﬁ{'lgland related

, matters in an effort to address risk factors contractually during negotiations with potential cus'to'mcr hospitals,

Clinical Fail-Safe Programs. We review and identify key risk areas which we belicve may result in
increased incidence of patient injuries and resulting claims against us and our affiliated medical professionals.
We continue to develop “fail-safe” clinical tools and make them available to our affiliated physmans for use in
" conjunction with their practice and to our customer hospitals for use as a part of their peer rcv:cw process. These
« “fail-safe” tools assist physicians in identifying common patient attributes and complaints that may identify the
patient as being at high risk for certain conditions (¢.g., a heart attack). , ~

|
Quality Improvemenr Programs. Qur medical directors are actively engaged in their respective hospital's

* quality improvement committees and initiatives. In addition, we provide tools that provide ggiqance to the
" medical directors on how to conduct quality reviews of their physicians and help them track l'he,ir physicians’
medical practices. .

| [

Physician Education Programs. Qur wholly owned subsidiary, Emergency Medical Education Systems, Inc.
(“EMEDS"), conducts physician education through risk management and board review conferences and on-line
. teaching modules. Our affiliated medical professionals can access EMEDS to obtain valuable medical
" information. Our internal continuing education services are fully accredited by the Accreditation Council for
, Continuing Medical Education. This allows us to grant our physicians and nurses conunumg cducauon credits for
intemally developed educational programs at a lower cost than if such credits were eamed lhrough external
. programs. Our risk management department also provides other forms of education, including amcles in the
company newsletter that highlight current medical literature on important emergency medlcme “topics.

Proactive Professional Liability Claims Hundling. We utilize a third party claims admi{[:isltrator tc manage
professional liability claims against companies and medical professionals covered under our insurance program.

: ! For each case, detailed reports are reviewed to ensure proactively that the defense is comprehenswe and

aggrcsswe Each professxonal liability claim brought against an EmCare affiliated medical professional or
EmCare affiliated company is reviewed by EmCare’s Claims Committee, consisting of physmans attorneys and
company executives, before any resolution of the claim. The Claims Committee penodxcally instructs EmCare's
risk management department to undertake an analysis of particular physicians or hospital Iog:at;ons associated

N
|

We receive payment for patient services from:

N . . {1
* the federal and state govemments, primarily under the Medicare and Medicaid programs,
*  health maintenance organizations, preferred provider organizations and private ins#zrcrs.

* hospitals, and

* individual patients.

|
I
|
]

|
|
!
[ "
-
I
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The table below presents the approximate percenlages of EmCare’s net revenue from: the following sources:

Percentage of EmCare

INet Revenue
e Year
Eleven Months
Ended Avgn31
December, 31, Ausustl,
s 1 Bz
MEdiCaIE ittt e e e e e 18% . 17% 16%
Medicaid ...\ttt e 3l 3 3
Commercial insurance/ managedcare . .............co0vvienn 54, 53 54
L 1 T 3 2 3
Subsidies/ Fees ... .. it e e e 22 25 24
Total NEL TEVEMUE . .. vttt vt e et nie e enaranen 100% &0% @%

|
See “Business — Regulatory Matters — Medicare, Medicaid and Other Government Program

Reimbursement” for additional mfonnauon on reimbursement from Medicare, Medicaid and other government-
sponsored programs.

We code and bill for physician services through our wholly-owned subsidiary, Rein‘ibulrscmcnt
Technologies, Inc. We utilize state-of-the-art document imaging and paperless workﬂow:pr'ocesses to expedite
the billing cycle and improve compliance and customer service. Currently, at approximately 47% of our
customer locations, medical records and emergency department logs are scanned and transmitted electronically to
us. We are in the process of transitioning additional cusiomers to on-site scanning. By provndmg these enhanced
services, we believe we increase the value of services we provide to our customers and i lmprovc customer
relations.

We do substantially all of the billing for our affiliated physicians, and we have cxlc}lsivc experience in
processing claims to third party payors. We employ a billing staff of approximately 640 employees who are
trained in third party coverage and reimbursement procedures. OQur integrated billing and collection system uses
proprietary software to tailor the submission of claims to Medicare, Medicaid and cerunn othcr third party payors
and has the capability to electronically submit most claims to the third party payors’ syslems We forward
uncollected accounts electronically to two outside collection agencies automatically, based on established
parameters, Each of these collection agencies have on-site employees working at our in- house billing company to
assist in providing patients with quality customer service. |

Contracts

We have contracts with (i) hospital customers 1o provide professional staffing and related management
services, (ii) healthcare facilities and independent physician groups to provide management services, and
{iii} affiliated physician groups and medical professionals to provide management services and various benefits.

|
We deliver services to our hospital customers and their patients through two principal types of contractual

arrangements. EmCare or a subsidiary most frequently contracts directly with the hospital to provide physician
staffing and management services. In some instances, a physician-owned professional corporation contracts with
the hospital to provide physician staffing and management services, and the professional corporation, in turn,
contracts with us for a wide range of management and administrative services, mcludmg billing, scheduling
suppor, accounting and other services. The professional corporation pays our management fee out of the fees it
collects from patients, third party payors and, in some cases, the hospital customer. Our physicians and other
healthcare professionals who provide services under these hospital contracts do so pursuant to independent
contractor or employment agreements with us, or pursuant to arrangements with the professional corporation that
has a management agreement with us. We refer to all of these physicians as our affiliated physicians, and these
physicians and other individuals as our healthcare professionals. '
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Hospital and Practice Support Contracts. As of December 31, 2005, EmCare provides serv:ces under 335
contracts. Generally, the agreements with the hospitals are awarded on a competitive basis, and have an initial
term of three years with one-year automatic renewals and termination by either party on specified nonce We

have improved our contract retention rate to 88% for the eleven months ended December 31, 2005 up from 74%
in fiscal 2001.

l
Qur contracts with hospitals provide for one of three payment models: |
' )

» we bill patients and third party payors directly for physician fees, | |

» we bill patients and third party payors directly for physician fees, with the hospital paymg us an
additional pre-arranged fee for our services, and |
+ we bill the hospitals directly for the services of the physicians. ‘ |

In all cases, the hospitals are responsible for billing and collecting for non-physician-related s:erlvices.

‘We huve established tong-term relationships with some of the largest heallhcare service pmvnders including
Baylor Health System, Community Health Systems, HCA, Quorum Healthcare, Tenet Healthcare and Universal
Health System. None of these customers represent revenue that amounts to 10% of our total net re'venue for the
eleven months ended December 31, 2005, or fiscal years ended August 31, 2004 and 2003. Our top ten hospital
emergency department contracts represent $67.4 million, or 11.3%, of EmCare’s fiscal net revenue for the eleven
months ended December 31, 2005. We have maintained our relationships with these customers for an average of
13 years, .

H
¢

Affiliated Physician Group Contracts. In most states, we contract directly with our hospital customers to
provide physician staffing and related management services. We, in turn, contract with a professnonal corporation
that is wholly-owned by one or more physicians, which we refer to as an affiliated physician group, or with
independent contractor physicians. It is these physicians who provide the medical professional services. We then
provide comprehensive management services to the physicians. We typically provide professional habthty and
workers compensation coverage to our affiliated physicians, |

Certain states have laws that prohlbn or restrict unlicensed persons or ‘business entities from pracucmg
medicine. The laws vary in scope and application from state to state. Some of these states may proh:tlm us from
contracting directly with hospitals or physicians to prov:de professional medical services. In those :su?tes, the
affiliated physician groups contract with the hospital, as well as all medical professionals. We prowde
management services to the affiliated physician groups.

[

Medical Professional Contracts. We contract with healthcare professionals as either independent contractors
or employees to provide services to our customers. The healthcare professionals generally ate paidian hourly rate
for each hour of coverage, a variable rate based upon productivity or other objective criteria, or a combination of
both a fixed hourly rate and a variable rate component. We typically arrange for professional liability and
workers compensation coverage for our healthcare professionals. i

! .

The contracts with healthcare professionals typically have one-year terms with automatic renewal clauses -
for additional one-year terms. The contracts can be terminated with cause for various reasons, and usually
contain provisions allowing for termination without cause by cither party upon 90 days’ notice. Agreements with
physicians generally contain a non-compete or non-solicitation pr0v1510n and, in the case of medical duectors a
non-compete provision. The enforceability of these provisions varies from state to state. |
Management Information Systems |

We have invested in scalable information systems and proprietary software packages designed to allow us to
grow efficiently and o deliver and implement our “best practice” procedures nationally, while retaining local and

|
|
22 ' P
|
|




regional flexibility. We have developed and implemented the following proprietary appl:cauons that we believe
provides us with a competitive advantage in our operations. | ;
. [

EmSource is our system for our recruiting staff to source physician candidates. The system consists of a
database of more than 800,000 physicians that is updated weekly to provide the most current physman contact
information available. o

1 !

EmTrac is our primary operations support system that supports credentialing and schedulmg and is used to
provide alerts on license and privilege expirations. EmTrac is used by our schedulers to match physncmn
availability and preferences with the needs of the hospnal customer. |

EmComp is our system for calculating physician's gross pay and is an important toel suppomng our
compensation strategy. Physicians are compensated by a wide variety of pay plans ranging from simple hourly
wages to “fee for service” plans linked to productivity. EmComp has been designed 1o support an unlimited
variety of pay plans, giving EmCare a competitive advantage in physician recruitment and retention.

EmBillz is our proprietary coding, billing and accounts receivable management system, !wﬁich enables
EmCare 1o effectively process approximately 5 million emergency department visits each yc'ar.-

|

Edison is a system that automates much of our physician enrollment. There are hundmds of unique forms
from the combination of states and payors we bill. Edison facilitates the completion of the fo'rms thereby
relieving physicians of significant administrative workload and enabling us to track pending recewables and
ensure timely completion,

b
Sales and Marketing - .

Contracts for outsourced emergency department and hospitalist services are obtained th'ro'ugh strategic
marketing programs and responses to requests for proposals. EmCare’s business development team includes
Practice Development representatives located throughout the United States who are responsible for developing
sales and acquisition opportunities for the operating group in his or her territory. A significant portion of the

" compensation program for these sales professionals is commission-based, based on the proﬁ(abxl:ty of the
contracts they sell. Leads are generated through regular marketing efforts by our business dcvelopmem group,
our website, journal advertising and a lead referral program. Each Practice Development reﬁre§entat1ve is
responsible for working with the regional chief executive officer to siructure and provide customer proposals for
new prospects in their respective regions. l i

Emergency medicine practices vary among healthcare facilities. A healthcare facnluy requcst for proposal
generally will include demographic information of the facility department, a list of services, to be performed, the
length of the contract, the minimum qualifications of bidders, billing information, selection’ criteria and the
format to be followed in the bid. Prior to responding to a request for proposal, EmCare’s semoir management
ensures that the proposal is consistent with certain financial parameters. Senior managcment evaluates all aspects
of each proposal, including financial projections, staffing model, resource requirements and compeuuon to
determine how to best achieve cur business objectives and the customer goals. !

Competition ' i

The market for outsourced emergency department staffing and related management services is highly
fragmented, with more than 800 national, regional and local providers handling an estlmated 115 million patient
visits in 2004, There are more than 4,700 hospitals in the United States with emergency departrncnts of which
approximately 67% currently outsource physician services. Of these hospitals that outsource we believe
approximately 54% contract with a local provider, 21% contract with a regional provider and 25% contract with

a national provider. ’
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Competition for cutsourced physician and other healthcare staffing and management service contracts is
based primarily on: :

* the ability to recruit and retain qualified physicians, K

¢+ the ability to improve department productivily and patieat satisfaction while reduc'ing overall costs,

« the ability to integrate the emergency department with other hospital departments and to provide value |
added services,

*  billing and reimbursement expertise, g‘ |
e areputation for compliance with state and federal regulations, |
» the breadth of staffing and management services offered, and |

« financial stability, demonstrating an ability to pay providers in a timely manner ar:ld provide professional
liability insurance. _ P

Team Health is our largest competitor and has the second largest share of the emergefllc} department
services market with an approximately 4.4% share. The other national providers of outsourced emergency
department services are Sterling Healthcare, National Emergency Service and the Schumacher Group.

|

Insumnce ‘ I

Professional Liability Pragram For the period January 1, 2001 through December 31, 2005, our
professional liability insurance program provided-claims made insurance coverage with Iuruls of $1 million per
loss event, with a $3 million annual per physician aggregate, for all medical profcssmnals for whom we have
agreed to procure coverage. Our subsidiaries and affiliated corporate entities are provided with coverage of
$1 million per loss event and share a $10 million annual corporate aggregate. |

[

For the 2001 calendar year, Lexington Insurance Company provided the majority of the professional
liability insurance coverage covering claims occurring and reported during the 2001 calendar year, subject to an
aggregate policy limit of $10 million. [ 1

[

For the 2002 through 2005 calendar years, Columbia Casualty Company and Continental Casualty
Company, callectively referred to as CCC, provided our professional liability insurance coverage The CCC
policies have a retroactive date of January 1, 2001, thereby covering all claims occumngldunng the 2001
calendar year but reported in each of the 2002 through 2005 calendar years. We also procured coverage on a
regional basis under separate policies of insurance for the calendar years 2001 through 2005 and have
comparable coverage in calendar year 2006.

|

Captive Insurance Arrangement. On December 10, 2001, we formed EMCA Insurance Company, Lid., or
EMCA, as a wholly owned subsidiary under the Companies Law of the Cayman Islands. EMCA reinsures CCC
for all losses associated with the CCC insurance policies under the professional liability i msurancc program, and

provides collateral for the reinsurance arrangement through a trust agreement. I
!

Workers Compensation Program. For the period September 1, 2002 through Augus;'l 3_'1, 2004, we procured
workers compensation insurance coverage for employces of EmCare and affiliated physician groups through
Continental Casualty Company. Continental reinsures a portion of this workers compensation exposure, on both
a per claim and an aggregate basis, with EMCA. ' |

+

From September 1, 2004, EmCare has insured, and continues to insure, its workers' compcnsanon exposure
through The Travelers Indemnity Company, which reinsures a portion of the exposure wnh EMCA.
I
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Employees | '

The following is the break down of our active affiliated physicians, independent contractorslaﬁd employees
by job classification as of December 31, 2005. |

Job Classification Full-ime Pert-time Total
PRy SICIANS . ...t e e e e e e s 1,071 1,564 2,635
Physician assistants . ........ ...ttt e e 158 155 313
Nurse practitioners ......,....... P PR 88 | (100 188
Non-clinical employees .. ... o i i e e 1,097 134 1,231

Total ot e D 2,414 | 1,953 4,367

0
v

We believe that our relations with our employees are good. None of our physicians, physician assistants,
nurse practitioners or non-clinical employees are subject to any collective bargaining agreement.’

L
We offer our physicians substantial flexibility in terms of type of facility, scheduling of work hours, benefit
packages, opportunities for relocation and career development, This flexibility, combined with fewer

administrative burdens, improves physician retention rates and stabilizes our contract base,
]

EMSC Competitive Strengths

We believe the following competitive strengths position our Company to capitalize on the favorable trends
occurring within the healthcare industry and the emergency medical services markets. ;
I

Leading, Established Provider of Emergency Medical Services. We are a leading provider of emergency
medical services in the United States. AMR is the leading provider of ambulance services, with net revenue
approximately twice that of our only national competitor. During fiscal 2005, AMR treated and transported
approximately 3.2 million patients in 35 states. AMR has made significant investments in technology, which we
believe enhances quality and reduces costs for our customers. We believe that EmCare is the leading provider of
outsourced staffing and related management services to emergency departments, with 38% more emergency
department staffing contracts than our principal national competitor. EmCare’s approximately 4, 100 affiliated

’ physicians and mid-level practitioners provide services to 335 client hospitals in 39 states, 1ncludmg many of the
top 100 hospitals in the United States. Our client hospilals range from high volume urban hospltal emergency
department to lower volume community facilities. EmCare is also one of the leading providers of hospitalist
services, based on number of hospital contracts. We believe our track record of consistently meeting or
exceeding our customers' service expectations, coupled with our ability to leverage our infrastructure and
technology to drive increased productivity and efficiency, have contributed to our ability to retain existing and
win new contracts. )

Significant Scale and Geographic Presence. We believe our significant scale and broad geolgréphic presence
provide a competitive. advantage over local and regional providers in most areas, including: ‘

+ Cost efficiencies and broad program offering. Our investments in technology may be too costly for
certain providers to replicate, and provide us with several competitive advantages, including:
(i) operating cost efficiencies, (ii) scalability and (iii) the capability to provide broad, high quality
service offerings to our customers at compelitive rates. In addition, our technology, including electronic
patient records, and our expertise in providing both pre-hospital and hospital-based emergency care
uniguely positions us to respond to community demand for enhanced coordination among their
emergency service providers.

» National contracting and preferred provider relationships. We are able to enter into national and regional
contracts with managed care organizations and insurance companies. We have an exclusive provider
contract with Kaiser Foundation Health Plan, one of the largest managed care organizations, and we
have preferred provider status with several healthcare systems and many managed care (i)rganizalions.
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* vesting ratably on each of the first four anniversaries of the grant date (the first eight 6-month
anniversaries in the case of Mr. Sanger), provided, that the exercisability of one-half of the options
granted to each employee is subject to the further condition that Onex has realized a 15% intemnal rate of
retumn, as defined, or, on the fourth anniversary of the grant date, we have achieved an aggregate
EBITDA, as defined, of not less than $617.4 million, subject to certain adjustments, for the four fiscal
years ending December 31, 2008, i

* each option expires on the tenth anniversary of the grant date unless the employee's err:npioymcnt is
terminated earlier, in which case the options will expire as follows: (i) upon the termination of
employment if the termination is for “cause”, (ii) 30 days after the termination of employment, or such
other date as determined by the compensalion committee, following termination by the employee for

“good reason™ or by us without “cause” or due to retirement, or (iii) 90 days after lemunahon of
employment due to death or disability, and ) !

* upon (1) a sale of the equity of Emergency Medical Services whereby any person olher than existing
equity holders as of the grant date acquires voting power to elect a majority of our board of directors or
(ii) a sale of all or substantially all of our assets, all options granted o each employee wnll accelerate
(although still subject to the performance target) and will terminate if not exercised in 'accordance with
the terms of the option agreement. i |

All options and Emergency Medical Services equity held by our senior management are governed by
agreements which: b

* restrict transfer of their equity until the fifth anniversary of purchase, and

. graht “piggyback” registration rights.

: K

See “Description of Capital Stock — Equityholder Agreements” and “— Registration Agrccmem in our
Registration Statement under the Securities Act of 1933 filed on Form S-1 with the Securities and Exchange
Commission on December 15, 2005 for a description of the transfer restrictions and * plggyback"' registration

rights, |

Management Investment and Equity Purchase Plan ,

In connection with our acquisition of AMR and EmCare, our named executive officers and other members
of management purchased an aggregate of 915,750 shares of class A common stock. Approxupately 160
employces and affiliated physicians, physician assistants and nurse practitioners purchased in the aggregate an
additional 231,450 shares of class A common stock pursuant to our equily purchase plan. The'1,147,200 shares
held by these investors, including our named executive officers, are govertied by cquityholdcr'is agreements.
These agreements contain restrictions on transfer of the equity. See “Description of Capital Slock —_
Equityholder Agreements” in our Registration Statement under the Securities Act of 1933 ﬁled on Form S-1 with
the Securities and Exchange Commission on December 15, 2005 for a description of the translfer restrictions and

“piggyback” registration rights. |

!

|
Qffer to Provide Form 10-K ! |
Stockholders may request a copy of our Annual Report on Form 10-K by mail addressed to our Investor

Relations Departrﬁem at the following address: Emergency Medical Services Corporation, 6200 South Syracuse
Way, Greenwood Village, CO 80111.

[
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ITEM 6. SELECTED FINANCIAL DATA |

The following table sets forth onr selected financial data derived from our combined or consolidated
financial staternents for each of the periods indicated. The selected financial data presented below should be read
in conjunction with {1em 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations™ and our audited financial statements and notes thereto appearing in Item 8 of this Report.

Effective as of January 31, 2005, we acquired AMR and EmCare from Laidlaw and, in connection with the
acquisition, we changed our fiscal year to December 31 from August 31. For all periods pnor to the acquisition,
the AMR and EmCare businesses formerly owned by Laidlaw are referred to as the “Prcdcccssor " For all
periods from and subsequent to the acquisition, these businesses are referred to as the “Succcssor

The comparability of our selected historical financial data has been affected by a number of significant
events and transactions. As we discuss more fully in note 1 — “Fresh-Start Accounting” of the notes to our
audited financial statements included in Ttem 8, AMR’s and EmCare’s former parent, Laidlaw, and centain of its
affiliates filed voluntary petitions for reorganization under Chapter 11 of the U.S. Bankrupicy Code. Although
subsidiartes of Laidlaw, neither AMR nor EmCare was included in the bankruptcy filing. Laidlaw emerged from
bankruplcy protection in June 2003. Laidlaw applied fresh-start accounting as of June 1, 2003 to AMR and
EmCare and pushed down to us our share of the fresh-start accounting adjustments. As a result of the fresh-start
change in the basis of accounting for our underlying assets and liabilities, our results of opérations and cash
flows have been separated as pre-June 1, 2003 and post-May 31, 2003. ‘
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Financial data for the year ended August 31, 2001 (Pre Fresh-Start Predecessor) represent the combination |
of the audited financial statements of AMR and EmCare. Financial data for the years ended Augusl 31,2002 (Pre '

Fresh-Start Predecessor), August 31, 2003 (Predecessor) and August 31, 2004 (Predecessor) and the five months
ended January 31, 2005 (Predecessor) are derived from our audited combined financial smlcmcms Financial data
as of and for the eleven months ended December 31, 2005 (Successor), are derived from our audlled consolidated
financial statements included in Item 8 of this Report. Financial data for the eleven months cnded December 31,
2004 (Predecessor) are derived from our unaudited combined financial statements.

3

| !
Successor Predecessor Pre Fresh-Start Predecessor
As of and for the |
Fiscal  Three ! Fiscal Fiscal
Eleven Eleven Year  Months Nine i Year Year
Mogths  Moaths g0 Months Ended Eoded | _Ended — Tondhs _Enced Ended
December 31, December 31, — Joouary 31, August 31, May 31, Auvgust 31,
2005 2004 2005 2004 2004 2003 2003 " 2002 2001¢1)
(unaudited) (unaudited) H (unaudited)
(dollars in thousands) ’ | .
Statement ol i
Operadons Data: i
Netrevenue ......... $1,655485  $1,490,201 $696,179 $667.506 $1,604,598 $384.461 $1,103,335 SI 4l5 786  $1,386,136
Compensation and [
benefits .. ......... 1,146,055 1,034,287 481,305 461,923 1,117,890 264,604 757,183 960,590 976,330
Operating capenses ... 233,087 204,184 94,882 90,828 218277 55.212 163,447 ' 219,321 216019
Insurance expenses ... 82,800 74411 39,002 36,664 80,255 34,671 69,576 | 66479 117,314
Setling, general and
administrative | !
CXPENSCS . ... .. ..., 54,262 44425 21,635 22,016 47,899 12,007 37,867 61,455 53,017
Laidtaw fees and |
compensation
charges ........... - 13,345 19,857 6,436 15,449 1.350 4050 | ;5400 7.260
Depreciation and '
amortization f
eXpenses . ......... 54,143 45,593 {8,808 22,079 52,739 12,560 32,144 | 67,183 66,286
Impairment losses .. .. — — — — — -— — 262,780 -
Restructuring I
charges ........... 1,781 1,381 — — 2,115 1,449 1,288 I | 3,777 —
Leidlaw reorganization '
charges .. v.o.uvnss — — - - — - 3650 | !8.76) 9,198
Income {loss) from i
operations ......... $ 83357 72,575 $ 20690 $ 27560 § 69,9748 2,598 § 34,130 $ (239.960) $ (59.348)
Interest expense ... ... (47,813 (11,963)  (5,644) (4,137) (9.951) (908) (4,691} \ (6,418) (66,181)
Realized gain (loss) on '
investments .., .... (164) (955) — _ (1,140} 90 _— . - -
Interest and other : | .
income (loss) ...... 1,040 728 714 1,403 240 22 304 369 222 |
Fresh-start accounting |
adjustmemts (2} ... .. - — — - — — 46416 | , - — i
Loss on early debt s |
extinguishment . .. .. (2,040) - — —_ —_ — -, = —
Income (loss) before
income taxes and I
cumulative effect of a
change in accounting I
principle ,......... 34,380 60,385 15,760 24,826 59113 1,802 76,159 | (246,009) {125,307)
Income tax (2xpense)
benefit ........... (14,372) (23,550) (6,278) = (9.800) 21,764  (B,633) (829) | 1(1,374) 11,538
[ncome (loss) before :
cumulative effect of a l !
change in accounting |
principle . ......... 20,008 36,835 9,482 15,026 37,349 16,83]) 75,330 (247 383) {107,769)
Cumulative cffect of a
change in accounting |
principle (3) ....... — - — — — — (237121 — —
Equity in carnings of |
vnconsolidated |
subsidiary ......... 59 _— — — - jnd — | L -
Net income (loss) ... .. § 20067 $ 36835 § 9482 $15026 3 37349 % (5831 5 (148,391) $ (247,383) 5 (107,769)
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Successor Predecessor Pre Fresh-SiI.art Predecessor

As of and for the i
Fiscal Three Fiscal Fiscat
Elcven Eleven Year Months Nine |Year Year
héms l\é:gg‘!s Five Months Ended _Engded Ended Bg::gs Ended Ended
December 31, December 31, Jonuary 31, August3l,  nppy3p, 1| August3l
2005 2004 2005 2004 2004 2003 ) 12002 2001(1)
(unsudited) (unaudited) bl (unaudited)
(dollars in thousands) ‘
Net income per share: [
P $ 0.56 b
Diluted .........ccovvneen $ 0.55 . ‘
Wreighted average number of | I
common shares cutstanding: |
Basic .......coiiiiiiininn 33,621,542
Dilvted .............0vn 34,282,176 '
Other Financial Data: :
Cash flows provided by {used | '
in): |
Operating activities .. ....... $ 109,963 $124851 § 15,966 $ 18,627 $127.679 % 30,009 § 58,769 $|56.544 § 28,044
Investing activities ......... (909.629) (92,459)  (21.667) (10,881) (B1,316) (15136) (98, 835)'(57,347)  (36.442)
Financing activities .. ....... 803,083 (39,385) 10,856 (7,532)  (47.328) (47,222) (R.,060) ' (36.066) 11376
Cash and cash equivalems . ... 18,048 14,631 9476 10.64) i
Tota)assets ............ ... 1,267,028 983,510 949,599 914,746 Pl
Long-term debt and capital lease [
obligations, including currem
MAUTIGES ...\ vvernnsns 502,134 11,497 15,480 24,087 b
Stockholders' or Combined Lo
BQUILY «.oveerranininnens 344,984 598,277 573,840 560,539 i

(1) Represents the combination of the audited financial statements of AMR and EmCare for the fiscal year ended August 31 200).
(2) Seenote 1 to our financial statememts included in ftem § with respeet 1o our fresh-start financial reporting. I
{3) Reflects an impairment of goodwill recorded in connection with the adoption of SFAS No. 142. .

I
| I
Quarterly Results |

The following table summarizes our unaudited results for each quarter in the eleven monlhlpeiriods ended

December 31, 2005 and 2004 {in thousands, except per share amounts), |

2005 \
For the Two
Months Ended For the Three ?\‘Ionlhs Ended
March 31, June 30, Seplember 30, December 31,
MNELTEVEIE o\ o it vr e eveeenme e aimtaeat e eaninas e $286,387 $445,021 $456,245 | $467.832
Tncome frOM OPERALONS ... .o et aiiane e e 16263 23402 19,252 24,440
NEtifCOME . i ittt a s e 4,947 6.049 3.006 6,065
Basicincome pershare .. ... i i e .45 0.13 on | 0.17
Dilutedincome pershare ... ... o vri i Q.15 0.13 D.II 1 017
e |1
For the Two A
Months Ended For the Three Munﬂm Ended
Merch 31, June 30, September 30, December 31,
NEEPEVEUE © . et e ettt s et et aa e aa v eaamae e $263,905 $399,975 $413.869 $412,452
Income frOmM OPErations ...\t i.u e vinriier s e 11,142 14,243 24,555 22,635
NELMCOME « ottt et et ettt 7.251 6,071 11,248 12,265

|
3

The variance in net income between the 2004 and 2005 quarters was primarily due to an increase in interest

and amortization expense in 2005 incurred in connection with the acquisition from Laidtaw.
[

First and second quarters of 2004 include adjustments to income from operations, as prewously reported, as
a result of the allocation of insurance expense reductions previously recorded in the third quaner of 2004.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS |

The following discussion of our financial condition and resulis of operations should bfe read in conjunction
with the audited financial statements and the notes to the audited financial statements included in Item 8 of this
Repont and the “Selected Financial Data” included in Item 6 of this Report. The following discussion includes
periods before the acquisition of AMR and EmCare. Accordingly, the discussion and analysis of historical
periods do not fully reflect the impact the acquisilion of AMR and EmCare have had on us. In addition, this
discussion contains forward-looking statements and involves numerous risks and uncertainties, including, but not
limited to, those described in the “Risk Factors” section in Item 1A of this Report. Our results may differ
malerially from those anticipated in any forward-looking statements. !

i

Qur financial statements referred 1o in this ltem 7 are included in Item 8 of this Annu:al ;Report.

Company Overview |

We are a leading provider of emergency 1medical services in the United States. We oberate our business and
market our services under the AMR and EmCare brands. AMR is the leading provider of ambulance transport
services in the United States. EmCare is the leading provider of outsourced emergency dcparlmcnl staffing and
management services in the United States. Approximately 87% of our net revenue for the'eleven months ended
December 31, 2005 was generated under exclusive contracts. During the same period in 2|005 we provided
emergency medical services to approximately 8.8 million patients in more than 2,000 communities nationwide.
For the eleven months ended December 31, 2005, we generated net revenue of $1.655 blllhon. of which AMR and

EmCare represented approximately 64% and 36%, respectively. !
.

[
!

Over its more than 50 years of operating history, AMR has developed the largest network of ambulance
transport services in the United States based on net revenue and number of transports, AI}/IR has an 8% share of
the total ambulance services market and a 21% share of the private provider ambulance market During the
eleven months ended December 31, 2005, AMR treated and transported approximately 3 2 rmll:on patients in 35
states. As of December 31, 2005, AMR had approximately 2,900 contracts with conununmes govermnment
agencies, healthcare providers and insurers to provide ambulance services. AMR’s broad geographic footprint
enables us to contract on a national and regional basis with managed care and insurance compamcs AMR has
made significant investments in technology, customer service plans, employec training alnd risk mitigation .
programs Lo deliver a compelling value proposition to our customers, which we believe has led to industry-
leading contract retention rates. For the eleven months ended December 31, 2005, approxlmalely 58% of AMR’s
net revenue was generaled from emergency 911 ambulance transport services. Non-emergency ambulance
transport services, including critical care transfer, wheelchair transports and other interfacility transports, or IFTs,
accounted for 32% of AMR's net revenue for the same period, with the balance generated from the provision of
training, dispatch centers and other services 1o communities and public safety agencies. For the eleven months
ended December 31, 2005, AMR generated net revenue of $1.06 billion. |

American Medical Response

EmCare |

Over its 33 years of operating history, EmCare has become the largest provider of 6u1'sourced emergency

" department staffing and related management services to healthcare facilities based on m'zm_ber of contracts with

hospitals and affiliated physician groups. EmCare has a 6% share of the total emergency department services
market and a 9% share of the outscurced emergency department services market. In adqiﬁpn. EmCare has
become one of the leading providers of hospitalist services, with hospitalist related net revenue increasing from
$6.7 million in the eleven months ended 2001 to $28.7 million for fiscal 2005. A hospitalist is a physician who
specializes in the care of acutely ill patients in an in-patient setting. Dunng the eleven months ended
December 31, 2005, EmCare had approximately 5.6 million patient visits in 39 states. i
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EmCare primarily provides emergency department staffing and related management services to healthcare
facilities. EmCare recruits and hires or subcontracts with physicians and other healthcare professionals, who then
provide professional services within the healthcare facilities with which we contract. We also provide billing and
coliection, risk management and other administrative services (o our healthcare professionals ‘and to independent
physicians. EmCare has 335 contracts with hospitals and independent physician groups to pro:viae emergency
department, hospitalist and radiology staffing, and related management and other administrative services. We
believe that EmCare’s successful physician recruitment and retention, high level of customer service and
advanced risk management programs have resulted in high contract retention rates and couu'nlucd growth in new
customers. For the eleven months ended December 31, 2005, EmCare generated net revenue of $595.8 million.

. | .

Key Factors and Measures We Use to Evaluate Our Business i

. ' [
The key factors and measures we use to evaluate our business focus on the number of patients we treat and
transport and the costs we incur to provide the necessary care and transportation for each of our patients.

We evaluate our revenue net of provisions for contractual payor discounts and pmvisioné for
uncompensated care. Medicaid, Medicare and certain other payors receive discounts from our standard charges,
which we refer 10 as contractual discounts. In addition, individuals we treat and transport may be personally
responsible for a deductible or co-pay under their third party payor coverage, and most of our conu-acts require us
to treat and transport patients who have no insurance or other third party payor coverage. Due to the uncertainty
regarding collectibility of charges associated with services we provide 10 these patients, which we refer 1o as
uncompensated care, our nel revenue recognition is based on expected cash collections. Our nct revenue is gross
billings after provisions for contractual discounts and estimated uncompensated care. Prowsmns for contractual
discounts and uncompensated care have increased historically primarily as a result of increases in gross billing
rates. The table below summarizes our approximate payor mix as a percentage of both net revenue and total
transports and patient visits for fiscal 2005 (eleven months ended December 31, 2005) and fi scal 2004,

Percentage of ) Percentage of Totat
Net Revenue ' Volume
Eleven Months Year Eleven Months Ym
. Ended Ended Ended
December 31,  August 31, December 3, AU%J],
2005 2004
Medicare ......c.. .. i e e i 26.3% 27.3% .25'7% 25.8%
Medicaid ........... ..ot 5.0 52 12.5 12.3
Commercial insurance and managed care . .............. 49.8 477 41,1 414
SEHrPaY ..t e e 44 4.0 20.7 20.5
Subsidiesandfees ... _ 14.5 15.8 10 0.0
Total ............. et e, 100.0% 100.0% 100.0% 100.0%

i

In addition to continvafly monitoring cur payor mix, we also analyze the following measures in each of our
business segments:

AMR

Approximately 90% of AMR’s net revenue for the eleven months ended December 31, 20035 was transport
revenue derived from the treatment and transportation of patients based on billings 1o third party payors and
healthcare facilities. The balance of AMR’s net revenue is derived from direct billings to conu;numUes and
govemment agencies for the provision of training, dispatch center and other services. AMR’s measures for
transport net revenue include:

*  Transports. We ulilize transport data, including the number and types of transports, to evaluate net
revenue and as the basis by which we measure certain costs of the business. We segregate transports
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into two main categories — ambulance transports (including emergency, as well as non-emergency
critical care and other interfacility transports) and wheelchair transports — due to thc significant
differences in reimbursement and the associated costs of providing ambulance and wheelchair
transports. As a result of these differences, in certain analyses we weight our transport numbers
according to category in an effort to betler measure net revenue and costs. | i i

+  Net revenue per transport. Net revenue per transport reflects the expected net n:venue for each transport
based on gross billings less all estimated provisions for contractual discounts and uncompensaled care.
In order to better understand the trends across business segments and in our transp'on rates, we analyze
our net revenue per transport based on weighted transports to refiect the diffcrcnct%s in our transportation

The change from period to period in the number of transports is influenced by i mcreases in transports in
existing markets from both new and existing facilities we serve for non-emergency lranspons and the effects of
general community conditions for emergency transports. The general community conditions may include (1) the
timing, location and severity of influenza, allergens and other annually recurring viruses, (2) severe weather that
affects a region’s health status and/or infrastructure and (3) community-specific demograpbic' changes.

The costs we incur in our AMR business segment consist primarily of compensation a'nd benefits for
ambulance crews and support personnel, direcl and indirect operating costs to provide transporlauon services,
and costs related to accident and insurance claims. AMR's key cost measures include: *

«  Unit hours and cost per unit hour. Our measurement of a unit hour is based on a fully staffed ambulance
or wheelchair van for one operating hour. We use unit hours and cost per unit hour to measure
compensation-related costs and the efficiency of our deployed résources. We mon’:tor unit hours and
cos! per unit hour on a combined basis, as well as on a segregated basis between aImbulancc and

wheelchair transports. o

s Operating costs per transport, Operating costs per transport is comprised of certain direct operating
costs, including vehicle operating costs, medical supplies and other transport-related costs, but
excluding compensation-related costs. Monitoring operating costs per transport allows us to better
evaluate cost trends and operating practices of our regional and local managcmen‘t t?ams.

o Accident and insurance claims. We monitor the number and magniwde of all accident and insurance
claims in order to measure the effectiveness of our risk management programs. Depending on the type
of claim (workers compensation, auto, general or professional liability), we moni;torI our performance by
utilizing various bases of measurement, such as net revenue, miles driven, number of vehicles operated,
compensation dollars, and number of transports. i

We have focused our risk mitigation efforts on employee training for proper patient handlmg techniques,
development of clinical and medical equipment protocols, driving safety, implementation of (echnology to
reduce auto incidents and other risk mitigation processes which we believe has resulted in a reduction in the
frequency, severity and development of claims. We continue to sec positive trends in our claims costs but cannot
assure you that these trends will continue. o

. P ]

In addition to the costs referred lo above, we incur selling, general and administrativé expenses which
consist primarily of compensation and benefits for management, sales, marketing, account management and
administrative personnel, as well as expenses related to communications, travel, profcssnonal fees and training.

Depreciation expense relates primarily to charges for usage of vehicles, computer hardwa.re and software,

equipment and other technologies. Amortization expense relates primarily to customer relationships.
[
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Of EmCare’s net revenue for the eleven months ended December 31, 2005, approximately 98% was derived
from our hospital contracts for emergency department staffing, hospitalist and radiology services and other
management services. Of this revenue, approximately 77% was generated from billings to third party payors for
patient visits and approximately 23% was generated from billings to hospitals and affiliated physxcnan groups for
professional services. EmCare’s key net revenue measures are: |

EmCare

»  Number of contracts. This reflects the number of contractual relationships we have for outsourced
emergency department staffing and related management services, hospitalist serwces and other
management services. We analyze the change in our number of contracts from penod to period based on

“net new contracts,” which is the difference between total new contracts and contracts that have
_ terminated. L

*  Revenue per patient ws'lr This reflects the expected net revenue for each patient visit based on gross
billings less all estimated provisions for contractuat discounts and uncompensated care! Net revenue per
patient visit also includes net revenue from billings to third party payors and hospitals.

The change from period to period in the number of patient visits under our “same store™ :comracls is
influenced by general community conditions as well as hospital-specific elements, many of which are beyend our
direct control. The general community conditions include (1} the timing, location and severit)} of influenza,
allergens and other annually recurring viruses and (2) severe weather that affects a region’s health status and/or
infrastructure. Hospital-specific elements include the timing and extent of facility renovat:ons hospnal staffing
issues and regulations that affect patient flow through the hospital.

f

The costs incurred in our EmCare business segment consist pnmanly of compensation af'ld benefits for
physicians and other professional providers, professional liability costs, and contract and other support costs.
EmCare’s key cost measures include: | '

*  Provider compensation per patient visit, Provider compensation per patient visit mcludes alj
compensation and benefit costs for all professional providers, including physicians, physu:lan assistants
and nurse practitioners, during each patient visit. Providers include all full-time, part-time and
independently contracted providers. Analyzing provider compensation per patient v:sn enables us to
monitor our most significant cost in performing under our contracts. b

»  Professional liability costs. These costs include provisions for estimated losses for actual claims, and
claims likely 1o be incurred in the period, within our self-insurance limits based on our past loss
experience, as well as actual direct costs, including investigation and defense costs, clauns payments,
reinsurance costs and other costs related to provider professional liability. o

We have developed extensive professional liability risk mitigation processes, mcludmg risk assessments on
medical professionals and hospitals, extensive incident reporting and tracking processes; clmlcall fail-safe
programs, training and education and other risk mitigation programs which we believe have resulted ina
continued reduction in the frequency, severity and development of claims. We continue to see positive trends in
our claims costs but cannot assure you that these trends will continue, :

!

In addition to the costs referred to above, we incur selling, general and administrative expenses which
consist primarily of compensation and benefits for management, sales, marketing, account management and
administrative personnel, as well as expenses related to communications, travel, professnonalifees and training.

Depreciation expense relates primarily to charges for usage of medical equipment, computer hardware and
software, and other technologies. Amortization expense relates primarily to customer relationships.




Non-GA AP Measures i

Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA")

!
i
i |
|
!

EBITDA is defined as opecrating income plus depreciation and amortization cxpense. EBITDA is commonly
used by management and investors as a measure of leverage capacity, debi service ability and liquidity. EBITDA
is not considered a measure of financial performance under U.S. generally accepted accounting principles
(“GAAP”), and the items excluded from EBITIDA are significant components in understanding and assessing our
financial performance, EBITDA should not be considered in isolation or as an alternative to su%:h,GAAP
measures as net income, cash flows provided by or used in operating, investing or financing activities or other
financial statement data presented in our financial statements as an indicator of financial performance or
liquidity. Since EBITDA is not a measure determined in accordance with GAAP and is susceptible to varying
calculations, EBITDA, as presented, may not be comparable to other similarly titled measures of other
companies. !

The following table sets forth a reconciliation of EBITDA to income from operations and |toJ nel income
(loss) for our company, and reconciliations of EBITDA to income from operations for our two,operating

segments, using data derived from our financial statements for the periods indicated (amounts in thousands):
L

For the
Eleven Months Five Months . Year
Ended Ended | Ended
December 31, January 31, . August 31,
2005 2004 2005 2004 2004 2003

Consolidated/Combined -
EBITDA ........ e e $137,500 $118,168 $39,498 $49,639 3$122,713 § 81432
Less: Depreciation and amortization v

BXPENSE - o o ovee et 54,143 45,593 18808 22,079 52,739 44,704
Income from operations ................ 83,357 72,575 20,690 27,560 I69.‘3"1’4 36,728
Less: Interest €Xpense . ....oovvevvnne-, 47813 11,963 5,644 4,137 ' 9,961 5,599

Realized (gain) loss on investments . . . 164 955 —_ — f 11140 90
Interest and other income . .......... (1,040) (728) (714)  (1,403) | (240) {326)
Fresh-start accounting adjusiments . .. —_ —_ —_ — ;o (46,416)
Loss on debt extinguishment . ....... 2,040 — —_ — | — —
Equity in earnings of unconsolidated
subsidiary ...........ooiiien (59) — —_ —_— ro— —
IncOme tax XPense . .........vvu0n 14,372 23,550 6,278 9,800 ;2 1,764 9,462
Cumulative effect of a change in P
accounting principle . ... ......... — — — — = am
Net income (F0SS) - . e vvvvrererenrnns $ 20,067 $ 36835 § 9,482 $15026 § 37,349 $(155222)
AMR ' o
EBITDA . ...t iiaaaes $ 93404 $ 84,851 $33,859 $33,713 § 85557 $ 55967
Less: Depreciation and amortization »

EXPEMSE ...ttt e 44,090 38,348 16,394 18,278 43,629 39,273
Income from Operations ................ $ 49314 § 46,503 $17,465 $15435 $.41928 $ 16,694
EmCare ;

EBITDA . ... . i $ 44096 § 33,317 $ 5639 315926 $.37_.156 $ 25465
Less: Depreciation and amortization -

EXPENSE . ..ot 10,031 7,245 2,414 3,801 , 9,110 5,431

Income from Operations . ............... $ 34,065 $ 26072 § 3225 $12,025 $i28,046 $ 20,034

[
See discussion below regarding the combination of the nine-month period ending May 31, 2003 and the
three-month period ending Avgust 31, 2003. P
1
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Factors Affecting Operating Results

]

.‘ )

l |
Re-Capitalization Activitles !

On February 10, 2005, an investor group led by Onex Partners LP and Onex Corporanon ‘and including
members of our management, purchased our operating subsidiaries, AMR and EmCare, from Laidlaw
International, Inc. To fund the $828.8 million purchase price of these acquisitions, we received equity
contributions of $219.2 million, issued and sold $250.0 million principal amount of senior subordinated notes,
and entered into a $450.0 million senior secured credit agreement comprised of a $100.0 million revolving credit
facility and a $350.0 miltion term loan. We borrowed the full amount of the term loan and $20 2 million under
the revolving credit facility to fund our acquisition of AMR and EmCare, including the paymem of related fees
and expenses, and we have used balances outstanding from time to time under the revo]vmg credit facility for
waorking capital purposes. The increase in the outstanding balance of long-term debt in. Fcbmary 2005 resulted in
a corresponding increase in interest expense. f

On December 21, 2005, Emergency Medical Services Corporation completed its mmal pubhc offering of
8,100,000 shares of class A common stock; trading of those shares commenced on the New York Stock
Exchange on December 16, 2005, We used a significant portion of the net proceeds of $101: 9 million from this
initial public offering to repay $99.1 million of debt outstanding under our senior secured credn facility and we
used the balance for working capital, capital expenditures and other general corporate purposcs This reduction to
the outstanding balance of long-term debt in December 2005 will result in a corresponding decrease in our future
interest cosis. _ | |

!
[
Rate Changes by Government Sponsored Programs !

In February 2002, the Health Care Financing Admlmstranon now renamed the Centcrls for Medicare and
Medicaid Services, issued the Medicare Ambutance Fee Schedule Final Rule, or Final Rule, that revised
Medicare policy on the coverage of ambulance transport services, effective April 1, 2002. The Final Rule was the
result of a mandate under the Balanced Budget Act of 1997, or BBA, 1o establish a nanonal fee schedule for
payment of ambulance transport services that would control increases in expenditures under Part B of the
Medicare program, establish definitions for ambulance transport services that link paymems to the type of
services furnished, consider appropriate regional and operational differences and consider adjustmcms to account
for inflation, among other provisions. The Final Rule provided for a five-year phase-in of a national fee schedule,
beginning April 1, 2002. We estimate that the impact of the ambulance service rate decreases under the national
fee schedule mandated under the BBA, as modified by the phase-in provisions of the Mcdlcarc Modemization
Act, resulted in a decrease in AMR’s net revenue for the fiscal years ended August 31, 2003 and 2004 of
approximately $20 million and $11 million, respectively, resulted in an increase in AMR’ s net revenue of
approximately $16 million during calendar year 2005, and will result in a decrease in AMR s net revenue of
approximately $18 million in 2006. Based upon the current Medicare transport mix, we expect a further decrease
in our net revenue totalling approxlmarely $11 million for the period 2007 through 2010. Allhough we have been
able to substantially mitigate the phased-in reductions of the BBA through additional fee and subsidy increases,
we may not be able 1o continue to do so. : -

Medicare pays for all EmCare physa::ans services based upon a national fee schcdulc ’I'he rate formula
may result in significant yearly fluctuations which may be unrelated to changes in the actual cost of providing
physician services. A physician fee schedule update for 2006 that called for a payment decrease of 4.4% was
subsequently rescinded. [

Changes in Net New Contracts I ,
[

Our operating results are affected directly by the number of net new contracts we have in a period, reflecting
the effects of both new contracts and contract expirations. We regularly bid for new contracts, frequently in a
formal competitive bidding process that often requires written responses to a Request for Frqposa] (“RFP"}, and,
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in any fiscal period, certain of our contracts will expire. We may elect not to seek extension or renewal ofa
contract if we determine that we cannot do so on favorable terms, With respect to expiring contracts we would
like to renew, we may be required to seek renewal through an RFP, and we may not be successffuil in retaining
any such contracts, or retaining them on terms that are as favorable as present terms, For example. in the case of
our 9-1-1 contract with Los Angeles County, we recently were informed that we will Jose a substantial portion of

our 9-1-1 business under that contract. |

Hurricane Katrina and our Gulf Coast Operations |

AMR provides ambulance services in Gulfport and Biloxi, Mississippi and several other Gulf Coast
communities. Although our dispatch center was damaged by hurricane Katrina and we had damage to a small
number of vehicles, we were able to maintain communications through our use of back-up genl:rators and other
emergency supplies. We have worked closely with FEMA and other federal, state and local agenc:cs and
deployed additional ambulance transportation resources where they were most needed, pamcu]arly in the coastal
areas of Mississippi, Louisiana and Alabama. For the eleven montbs ended December 31, 2005 revenue derived
from hurricane-related services was 0.9% of net revenue and related expenses were 0. 9% of tolal expenses

included in income from operations. | .

EmCare operations generally were unaffected by Katrina, with only one facility in the aftected area.
EmCare deployed additional resources to assist at that facility, and we experienced a volume mcrcasc in certain
facilities in adjacent states where evacuees were relocated. | :

B

We have been able 10 maintain our normal operations in areas outside the Gult Coast, notwnlhstandmg our
transfer of resources to that area. We expect that, for the foreseeable future, our AMR opcratmns in Mississippi
will continue to be negatively affected by the aftermath of hurricane Katrina, and that we will conunuc to provide
additional resources to assist local recovery effarts throughout the region. |

Inflation ry

Certain of our expenses, such as wages and benefits, insurance, fuel and equipment repair and maintenance
costs, are subject to normal inflationary pressures. Although we have generally been able to offset inftationary
cost increases through increased operating efficiencies and successful negotiation of fees and subsidies, we can
provide no assurance that we will be able to offset any future inflationary cost increases through similar
efficiencies and fee changes. |

AMR’s recent operating expenses have been adversely affected by increasing fuel costs. Fuel costs
represented approximately 12.6% of AMR’s operating expenses in the eleven menths ended Dccembcr 31, 2008,
an increase from 10.7% for the same period in 2004. Further increases in fuel costs without mnlnganon through

fee and’ subs:dy increases would continue to adversely affect AMR’s operating results, |
1
Critical Accounting Policies { .

The preparation of financial statements requires management to make estimates and assun:lptions relating 1o
the reporting of results of operations, financial condition and related disclosure of contingent assets and liabilities
at the date of the financial statements. Actual results may differ from those estimates under different assumptions
or conditions. The following are our most critical accounting policies, which are those that require management’s
most difficult, subjective and complex judgments, requiring the need to make estimates about the’ effect of
matters that are inherently uncertain and may change in subsequent periods.

The following discussion is not intended to represent a comprehensive list of our accounting policies, For a
detailed discussion of the application of these and other accounting policies, see note 2 to our audltcd financial
statements included in Ttem 8 of this Report. r
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Claims Liabllity and Professional Liability Reserves o

We are self-insured up to certain limits for cosls associated with workers compensation claims, automobile,
professional liability claims and general business liabilities. Reserves are established for estimates of the loss that
we will ultimately incur on claims that have been reported but not paid and claims that have been incurred but
not reported. These reserves are based upon actuarial valuations that are prepared by our outsjde actuaries,
Reserves, other than general liability reserves, that arose after June 1, 2003 are discounted at a rate
commensurate with the interest rate on monetary assets that essentially are risk free and have'a maturity
comparable to the underlying liabilities. The actuarial valuations consider a number of factors, including
historical claim payment patterns and changes in case reserves, the assumed rate of increase in healthcare costs
and property damage repairs. Historical experience and recent trends in the historical experience are the most
significant factors in the determination of these reserves. We believe the use of actuarial methods to account for
these reserves provides a consistent and effective way to measure these subjective accruals. However, given the
magnitude of the claims involved and the length of time until the vltimate cost is known, the use of any
estimation technique in this area is inherently sensitive. Accordingly, our recorded reserves could differ from our
ultimate costs related to these claims due to changes in our accident reporting, claims payment and settlement
practices or claims reserve practices, as well as differences between assumed and future cost mcreases Accrued
unpaid claims and expenses that are expected 1o be paid within the next twelve months are classified as current
liabilities. All other accrued unpaid claims and expenses are classified as non-current liabilities.

f
Trade aud Other Accounts Receivable Lo

Our internal billing operations have primary responsibility for billing and collecting our accounts receivabie.
We utilize various processes and procedures in our collection efforts depending on the payor. classification; these
efforts include monthly statements, written collection notices and telephonic follow-up procédures tor certain
accounts. AMR writes off amounts not collected through our internal collection efforts to our uncompensated
care allowance, and sends these receivables to third party collection agencies for further follow-up collection
efforts. To simplify the recording of any third party collection agency recoveries, EmCare classifies accounts
sent to third party collection agencies as “delinquent” within the billing system and they are written off. These
fully reserved balances had not previously been written off. Accordingly, we record any subscqucnl collections
through third party collection efforts as a recovery, in the case of AMR, and record it agamst our “delinquent”
status account, in the case of EmCare. ‘

As we discuss further in our “Revenue Recognition” policy below, we determine our allowances for
contractual discounts and uncompensated care based on sophisticated information systems and financial models,
including payor reimbursement schedules, historical write-off experience and other economic data. We record our
patient-related accounts receivable net of estimated allowances for contractual discounts and uncompensated care in
the period in which we perform our services. We record gross fee-for-service revenue and related receivables based
upon established fee schedule prices. We reduce our recorded revenue and receivables for cSUmzued discounts to
patients covered by contractual insurance arrangements, and reduce these further by our estimate of uncollectible

© accounts. We estimate our allowances for contractual discounts monthly utilizing our billing system information,

and we write off applicable allowances when we receive net paymenis from third parties.
|

Qur provision and allowance for uncompensated care is based primarily on the h:swncal collection and
write-off activity of our nearly 8.8 million annual patient encounters. We extract this data from our billing
systems regularly and use it to compare our accounts receivable balances to estimated ultimate collections. Qur
altowance for uncompensated care is related principally to receivables we record for self-pay patients and is not
recorded on specific accounts due to the volume of individual patient receivables and the thousands of
commercial and managed care contracts.

We also have other receivables related to facility and community subsidies and contraciual receivables for
providing staffing 10 communities for special events. We review these other receivables periodically 1o determine
our expected collections and whether any allowances may be necessary. We write the balance off after we have
exhausted all collection efforts. .
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Revenue Recognition ! :

A significant portion of our revenue is derived from Medicare, Medicaid and private insufrancc payors that
receive discounts from our standard charges (referred to as contractual provisions). Additionally, we are also
subject to collection risk for services provided 10 uninsured patients or for the deductible or co-pay portion of
services for insured patients (referred to as uncompensaled care). We record our healthcare services revenue nel
of estimated provisions for the contractual allowances and uncompensated care. :

|

Healtheare reimbursement is complex and may involve lengthy delays. Third party payors are continuing
their efforts 1o control expenditures for healthcare and may disallow, in whole or in part, c]airfls for
reimbursement based on determinations that certain amounis are nol reimbursable under plan coverage, were for
services provided that were not determined medically necessary, or insufficient supporting information was
provided. [n addition, multiple payors with different requirements can be involved with each claim.

Management utilizes sophisticated information systems and financial models to estimate the provisions for
contractuat allowances and uncompensated care. The estimate for contractual allowances is detem‘uned on a
payor-specific basis and is predominantly based on prior collection experience, adjusted as needed for known
changes in reimbursement rates and recent changes in payor mix and patient acuity factors. ’Ihe_esumate for
uncompensated care is based principally on historical collection rates, write-off percentages z!md accounts
receivable agings. These estimates are analyzed continually and updated by management by monitoring
reimbursement rate trends from govermmental and private insurance payors, recent trends in collecuons from
self-pay patients, the ultimate cash collection patterns from all payors, accounts receivable agmg trends,
operating statistics and ratios, and the overall trends in accounts receivable write-offs. | !

"

The evaluation of these factors, as well as the interpretation of governmental regulations and private
insurance contract provisions, involves complex, subjective judgments. As a result of the mherent complexity of
these calculations, our actual revenues and net income, and our accounts receivable, could vary from the amounts
reported. '

N
.
Income Taxes !

We have significant net deferred tax assels resulting from net operating losses, or NOLs, and interest deduction
carryforwards and other deductible temporary differences that will reduce taxable income in fulure periods.
Statement of Financial Accounting Standards No. 109 “Accounting for Income Taxes” requlres that a valuation
allowance be established when it is “more likely than not™ that all or a portion of net deferred tax assets will not be
realized. A review of all available positive and negative evidence needs to be considered, incliding expected
reversals of significant deductible temporary difterences, a company's recent financial performance, the market
environment in which a company operates, tax planning strategies and the length of the NOL and interest deduction
carryforward periods. Furthermore, the weight given to the potential effect of negative and posmve evidence should
be commensurale with the extent to which it can be objectively verified. We routinely monitor the recoverability of
our deferred tax assets. Changes in management’s assessment of recoverability could result m.ad,dmons 1o the
valuation allowance, and such additions could result in significant charges to our earnings in Ulle future.

In fiscal 2004, write-offs of net operating loss carryforwards and realization of other asse!s reduced the
deferred tax valuation allowance by $48.2 million. As a result of our improved financial performance during
fiscal 2004, management reduced the deferred tax valuation allowance by an additional $107.8 million, These
adjustments resulted in the elimination of the 3156 million deferved tax valuation allowanccl for the year ended
August 31, 2004, :

In connection with our acquisition of AMR and EmCare, we made a “'section 338(h)(10) election” for
EmCare, which eliminated $67 million of deferred tax assets and permitted us to step-up the tax basis of
EmCare’s assets (o fair value. Differences between book and tax depreciation and amortization for these assets
will create future deferred tax assets. \
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Contingencies

As discussed in note 12 — Commitments and Contingencies of notes to our financial sl{atemems
management may not be able to make a reasonable estimate of liabilities that result from thc final resolution of
certain contingencies disclosed. Further assessments of the polential liability will be made as additional
information becomes available. Management currently does not believe that these matters will have a material
adverse effect on our consolidated financial position. It is possﬂ:de however, that results of operations could be
materially affected by changes in management’s assumplions relating to these matters or the:amual final
resolution of these proceedings. .

!
Intangible Assets ‘

Definite life intangible assels are subject lo impairment reviews when evidence or MggLﬁng events suggest
that an impairment may have occurred. Should such triggering events occur that cause us to ;review our definite
life intangibles and the fair value of our definite life intangible asset proves lo be less than our unamortized
carrying armount, we would take a charge 10 earnings for the decline. Should factors affeclmg the value of our
definite life intangibles change significantly, such as declining contract retention rates or reduced contraclual
cash flows, we may need to record an impairment charge in amounts that are significant to o'urlfinancial

Statements. |
|

Goodwill . . l f

Goodwill is not amortized and is required to be tested annually for impairment, or more frequently if
changes in circumstances, such as an adverse change to our business environment, cause us lo behcve that
goodwill may be impaired. Goodwill is allocated at the repomng unit level. If the fair value of the reporting unit

falls below the book value of the reporting unit at an 1mpam:ncm assessment date, an 1mpmrment charge would
be recorded. ) i

| |
Should our business environment or other factors change, our goodwill may become 1mpa:red and may
result in material charges to our income slatement. ‘

':
[
]
1

Under our Equity Option Plan approved in Febroary 2005, we have granted key employees and
non-inanagement directors options to purchase shares of cur class A common stock. &

Equity-based Compensation

Effective February 1, 2003, we adopted lhe provisions of Statement No. 123, “Accounlmg for Stock-Based
Compensation”, and thereby began recognizing the cost of employee services received in cxchangc for an award
of equity instruments based on the grant-date fair value of the award.

The weighted average fair value of options granted for the eleven months ended Deccmber 31,2005 was
$1.40 per share, which was estimated using the Black-Scholes option pricing model. The following table
summarizes the weighted average assumptions we used for grants in the eleven months ended December 31,

2005: o ! i
Weighted Aversge Assumplions . ] | 2005
Expected volatility ... ... e . O%E ' _
Risk-free intereStrate ... ... ... vttt ieeinnnins 3.53% - 3.88%
Expected dividend yield ....................... e 0%,
Expected lifeof theoption . ... ... i, 4-5 years

We granted 3,546,719 options lo purchase shares of our class A common stock to empl'O);ees and
non-management directors during fiscal 2005. We recorded a charge of $1 0 million for the eleven months ended
December 31, 2005 in conneclion with the grant of these options.
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Impact of Recently Issued Accounting Standards ¢

In December 2004, the FASB issued Statement No. 123R, *‘Share-Based Payment”, as amended by
Statement No. 148, “Accounting for Stock-Based Compensation — Transition and Dlsclosure" This Statement
is a revision of FASB Statement No. 123 and is effective as of the beginning of the firsti |ntcnm or annual
reporting period that begins after June 15, 2005, which would be our first quarter 2006. The Stalcmcnl requires
public companies to recognize the cost of emp]oyee services received in exchange for an award of equity
instruments, based on the grant-date fair value of those awards, in the financial statements. Stalemcm No. 123R
permits companies to adopt its requirements using a “modified prospective” method which requlres
compensation cost to be recognized in the financial statements beginning with the effective date, based on the
requirements of Statement No. 123R, for all share-based payments granted after that date, and based on the
requirements of Statement No. 123, for all unvested awards granted prior to the effective datc of Statement
No. 123R. Benefits associaled with the tax deductions in excess of recognized compensal:on cost are required to
be reported as a financing cash flow according to Statement No. 123R, rather than as an Opcraung cash flow as
required under the current rules. This requirement will reduce net operating cash flows and i increase net financing
cash flows in periods after the effective date. The Company will use the prospective trans:tnon method upon
adoption of this Standard on January 1, 2006. As of December 31, 2005, none of the opt:ons have been exercised
and therefore there is no windfall tax pool. The adoption of this Statement is not expected to have a material
impact on the Company's financial statements. : i \

|

Results of Operations

Basis of Presentation ‘

As we discuss more fully in note 1 — “Chapter 11 Reorganization — Laidlaw” of the noles to our audited
financial statements, AMR's and EmCare’s fonner parent, Laidlaw, and certain of its affiliates fited voluntary
petitions for reorganization under Chapter 11 of the U.S. Bankrupicy Code. Although subsidiaries of Laidlaw,
neither AMR nor EmCare was included in the bankruptcy filing. Laidlaw emerged from bankruplcy protection in
June 2003. Laidlaw applied push-down accounting as of June 1, 2003 to AMR and EmCare and atlocated 10 us
our share of the fresh-start accounting adjustments, For financial statement purposes, for pcnods prior to
February 1, 2005, AMR and EmCare combined are our Predecessor. As a result of the upphcat:on of push-down
accounting and the fresh-start change in the basis of accounting for our underlying assets and liabilities, our
results of operations and cash flows have been separated further as pre-June 1, 2003 (referred to as the Pre Fresh-
Start Predecessor) and post-May 31, 2003 and pre-February 1, 2005 (referred 1o as the Predcccssor)

Effective as of January 31, 2005, we acquised EmCare and AMR from Laidlaw and i |n connecllon with the
acquisition we changed our fiscal year to December 31 from August 31. For all periods prior to the acquisition,
the AMR and EmCare businesses formerly owned by Laidlaw are referred to as the “Predecessor For all
periods subsequent to the acquisition, the business is referred 10 as the “Successor.” |

i

We have made no comparisons for our financial results or cash flows and other llquldny measures for the
Predecessor's three months ended August 31, 2003 or for the Pre Fresh-Start Predecessor’ s financial results or
cash flows and other liquidity measures for the ninc months ended May 31, 2003. As the lcngth of these periods
is significantly different from the length of any corresponding comparative periods, these rcsults are not

comparable in absolute dollar terms.
i

- N . . . N
However, to facilitate the identification of certain business trends, we compare the financial results and cash
flows for the year ended August 31, 2004 for the Predecessor to: : '

;o
+  the combined financial results and cash flows for the year ended August 31, 003 which represents the
financial results and cash flows for the Predecessor for the three months ended Augusl 31, 2003 and the

- financial results and cash flows for the Pre Fresh-Start Predecessor for the nine rrlxonths ended May 31,

2003,
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The combined year ended August 31, 2003 presented below does not comply with SOPI9O-7 which calls for
separate reporting for the Predecessor and the Pre Fresh-Start Predecessor. Additionally, for the reasons
described in note 1 to our financial statements and duc to other non-recurring adjustments, thc Pre Fresh-Start
Predecessor’s financial statements for the periods prior to Laidlaw's emergence from bankruptcy may not be
comparable to our Predecessor's financial statements and results of opcrations which are for'pcnods after
Laidlaw's emergence from bankruptcy. Investors should, therefore, review this material w1th caution and should
not rely solely on the information concerning the Pre Fresh-Start Predecessor or the combined financial results
for the year ended August 31, 2003 as being indicative of our future results or as providing an accurate
comparison of financial performance from period to period. |

The following tables present, for the periods indicated, consolidated or combined resulf.s of operations and
amounts expressed as a percentage of net revenue. This information has been derived from: (1) our audited
statements of operations, which include both our AMR and our EmCare business segments,: for fiscal 2005 which
is the eleven months ended December 31, 2005, for the five months ended January 31, 2005 and for fiscal 2004
which is the fiscal year ended August 31, 2004, and (2) from our unaudited statements of operatlons which
include both our AMR and EmCare business segments, for the eleven months ended Decembcr 31, 2004, for the
five months ended January 31, 2004 and for fiscal 2003 which is the fiscal year ended Augusl 31, 2003,
representing the combination of results of operations from our audited financial statements for the three months
ended August 31, 2003 and for the nine months ended May 31, 2003.

Consolidated and Combined Results of Operations and as a Percentage of Net Revenue

(dollars in thousands) ,
Successor Predecessor
Eleven Months  Eleven Months Five Months Ended ! Year Ended
Ended Ended January 31 ! August 31
i 0| 200 00
. (unaudited) (unandited) ! ! (unaudited}
NELFEVENUE ... .. ove e eiviai e $1,655.485 $1.490,201 $696.179  $667,506 | $1.604,598 $1.487,796
Compensation andbenefits ............... 1,146,055 1,034,287 481,305 461,923 l I 117,890 1,021,787
Operating expenses . . .. .....cocivere.es 233,087 204,184 94,882 90,828 218277 218,659
EMSUTARCE EXPENSES - ... veeveeersnees .. 82,800 4411 39002 36664 | ' 80255 104247
Selling, general and administrative i
CRPENSES ... oviinuancmreonsoaneans 54,262 44,425 21,635 22,016 | 47,899 49,884
Laidlaw fees and compensation |
charges{l} ... . i - 13,345 19,857 6,436 15,449 5,400
Depreciation and amortization expenses .. .. 54,121 45,593 18,808 22,079 |+ 52,739 44,704
Restructuring charges .............c00ess 1,781 1,381 —_ A ) 2,137
Laidlaw reorganization charges ........... - — — — | — 3,650
Segment income from operations .. ........ 83,379 72575 - 20690 27,560 | 69,974 36,728
EMSC depreciation ..., .........o..oe... b¥) — — - ' - -
Income from operations ................. 83,357 72575 20,690 27,560 | I 69974 36.728
INLETeRl EXPENSE .. .. oevutinn e iinreenss (47,813) (11,963) (5.644) {4,137) I , 19.96]) (5,599
Realized gain (loss) on invesiments . ... .. . (164) _(95%5) —_ — (1,140} 90
Interest and other income ................ 1.040 728 714 1,403 ! 1 240 326
Fresh-start accounting adjustments .. ....... — — — —_ - 46,416
Loss on eady debt extinguishment ,........ (2,040 — — - - -
Cumulative effect of a change in accounting C
principle ... ... i —_ —_ _ - . — (223, 721)
Exquiry in earnings of unconsolidated i |
subsidiary ....... ...l 59 — —_ — - —
InCome tax EXpense . ... ... .. e (14,372) (23.550) (6:278) (9.800)]' L @21,764) (9.462)
Netincome (loss) ..........cnvivnnnan. § 20,067 $ 36835 $ 5482 $ 15026 $ 37,349 5 (155222)

{13 Amounts include specifically allocated compensation costs and the Laidlaw fees and compensation chnrges allocalcd to AMR and
Emcare by Laidlaw pursuant to a formula based upon each company’s share of Laidlaw's consclidated revenue,
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Eleven Months Eleven Months |
Ended

|

|

Swuccessor Predecessor
Ended - Five Months Ended (.
December 31, December 31, January 3§, Year Ended August 31,
2005 2004 2005 2004 12004 2003
) (unaundited) (unaudited) ! {unzudited)
NEUTEVONRUE ..ottt 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Campensation and benefits ... ... .. e 69.2 69.4 69.1 69.2 ' 63.7 68.7
Operating expenses ... ... .ovouiarenn .. 14.1 11.7 116 136 13.6 14.7
Insurance expenses ..................... 50 5.0 56 3.5 I 50 .0
Selling, genernl und administrative .
EXPENSES ...\ etniti s 33 KK} kN 33 . 30 34
Laidlaw fees and compensation ! \
charges{1) ............. ...l 0.0 09 29 1.0 ! 10 04
Deprecition and amortizalion expenses . ... 33 kR 27 i3 | 3.3 30
Restructuring charges . .................. 0.l 0.1 00 0.0 0.1 02
Loidlaw reorganization charges .........., 0.0 0.0 00 0.0 [ 00 0.2
Income from operations ................. 5.0% 4.9% _30% 4.1% | 44% _25%

R | i
{13 Amounts include specifically allocated compensation costs and the Laidlaw fees and compensation charges allocated to AMR and
EmCare by Laidlaw pursuant to a formula based upan each company’s share of Laidlaw's consolidated revenue. |

AMR i
i
Suecessor Predecessor it
Eleven Eleven [
Months Months ,
Ended Ended .
December 31, December 31, Year Ended August 31, Five Months Ended January M,
% of % of % of % of % of % of
Net Net Net Net Net Net
2005 Reverme 2004 Revenue 2004  Revenue 2000 Revenue 2005 Reverte 2004 Revenue
[unaudited) {umauvdited) . {unsudited)

Neirevenue .. . .. $1.059,725 100.0% $974.115  100.0% $1,054,800 100.0% $1,007.151 100.0% $455,059 100.0%5441,956 100.0%
Compensation and (-

benefits ... .. 678,673 640 626,195 643 682,221 652 647255 643 289733 637 287736 651
Operating i

expenses .. ... 207,500 196 181,74} 187 194,398 184 195,105 194 83910 18
Insurance ‘I

exXpenses ... .. 41,7134 39 41,968 4.3 4,272 42 67,409 6.7 22437 4
Selling, genernl

and !

administrative )

expenses ..., 36781 315 29,882 31 32217 3) 35078 35 15721 3.5 16,175 3.7
Laidlaw fees and

compensation .

charges(1).... —_ 0.0 8,095 0.8 9020 09 3600 04 9,399
Depreciation and

amortization

expenses . .... 44090 42 38,248 39 43,629 4.1 39273 39 16,394 3.6 18278 4.}
Restructuring b

charges ...... 1,633 02 1,381 0.1 2185 02 2,731 0.3 _ 00 — 0.0

Income from |
operations .... 5 49314  4.7%§ 46,503 48 $ 41928 40%$ 16694 1.7% % 17,465 3.8%5 15435 3.5%

e r———— 1
(1) Amcunts include specifically allocated compensation costs and the Laidlaw fees and compensation charges allocated to AMR by
Latdlaw pursuant to a formula based upon AMR's share of Laidlaw's consolidated revenue, | |
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EmCare
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Succesvor . Predecestor | .
Eleven Months Eteven Months
Ended Ended : |
December 31, December 31, - Year Ended August 31, Five Months Ended Januvary 31,
% of % of % of % of o of % of
Net Net - Net T Net- Net Net
2005  Revenue 2004 Revenue 2004 Revenve 2003 Revenuve 2005 Revenve 2004 Revenue
(unapdited) {unaudited} [ (unaudiled)
Netrevenue . ..... $595,760 100.0% $516,086 100.0% $549,798 100.0% $4B0,645 100.0% $241.120 100.0% $225,550 100.0%
Compensation and o
benefits ........ 467,382 185 408,092 79.! 430669 783 3743532 779 194572 ;.'9.} 174,187 7.2
Operating |
expenses ,...,.. 25587 43 22,441 43 23879 43 23,854 49 10972 ' 4.6 10,551 4.7
Insurance .
EXpENSLs ... .. .. 41,066 6.9 32,443 6.3 35983 635 36,838 7.7 16,565 l 6.9 16,367 73
Selling, peneral and f .
administrative |
expenses .. .. ... 17,481 20 14,543 28 15,682 29 14,806 3] 5914 2.5 5,841 26
Laidlaw fees and . b
compensation k
charges (1) ... .. — 00 52% 1.0 6,429 1.2 1800 04 10458 ' 43 2678 1.2
Depreciation and . | !
amortizarion '
expenses ....... 10,031 1.7 7,245 14 9,110 1.7 5431 1l 2414 | 1.0 3.801 1.7
Impairment I
Josses ......... —_ 0.0 —_ 0.0 —_ 0.0 — 0.0 — ;00 —_ 0.0
Laidlaw *
reorganization . i
charges ........ — 0.0 —_ 0.0 - 0.0 3650 03 — ] 00 — 0.0
Restructuring I I
charge ......... 148 00 - 00 - - 0.0 — 0.0 — ., 00 —_ 0.0
Income from [
operations ... ... $ 34,065 5.7% § 26,072 S 1% $ 28.046  5.1% § 20,034 4.2% $ 3,225 , L3%$ 12,125 5.4‘13

(1) Amoums include specifically allocated compensation costs and the Laidiaw fecs and compensation charges nll mod to EmCare by
Laidiaw pursuant to a formuta based upon EmCare’s share of Laidlaw’s consolidated revenue.

I
Eleven months ended December 31, 2005 (Successor) compared to eleven months ended ?ecember 31, 2004
(Predecessor) '

i

Consolidated !
Qur results for the eleven months ended December 31, 2003 reflect an increase in net revenue of $165.3
millioh and a reduction in net income of $16.8 million from the same period in 2004. The decmase in net income

is auributable primarily 1o an increase of $35.9 million in interest expense, partially offset by an increase of
$10.8 million in income from operations and a decrease of $9.2 million in income tax experise. Basic and diluted
earnings per share were $0.56 and $0.55, respectively, for the eleven months ended Decem!?er 31, 2005.

We completed our initial offering of class A conimon stock on December 21, 2005; when issued puﬁlic
trading of our shares commenced on December 16, 2005. l .
!
Net revenue P
For the eleven months ended December 31, 2005 we generated net revenue of $1,655. 5 million, compared -
to net revenue of $1,490.2 million for the same period in 2004, representing an increase of 11 1% (10.2%
excluding additional burricane deployment revenue). This increase is attributable pnmanly to increases in rates
and volumes on existing contracts and increased volume from net new contracts. \
Depreciation and amartization .I
Depreciation and amortization expense for the eleven manths ended December 31, 2005 was $54.1 million,
or 3.3% of net revenue, compared to $45.6 million, or 3.1% of net revenue, for the eleven months ended
78 i
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December 31, 2004. The change is attributable primarily to amortization expense on the contract 1ntang|b]c }‘
assets recorded as part of the acquisition. ‘ |

Income from operations

Income from operations increased by $10.8 million, or 14.9%, for the eleven months ended December 31,
2005 compared to the same period in 2004, This increase is attributable primarily to the increase in net revenue
coupled with reduced support costs from the elimination of Laidlaw fees and compensation cxpenscs which
were $13.3 million for the eleven months ended December 31, 2004, offset by an additional $5.8 million in costs
10 replace the Laidlaw support services. These costs were not incurred from Laidlaw in fi scal 2005 due to the i
acquisition of AMR and EmCare in February 2005. The effect of the reduction in Laidlaw fees and compensation
expenses was offset by a $28.9 million, or 14.2'%, increase in operating expenses, an mcrease in selling, general
and administrative expenses of $9.8 mitlion, including the $5.8 million of costs to replace lhg Laidlaw support
services, or 22.1%, and an increase in insurance costs of $8.4 million, or 11.3%, due to higher costs for
professional liability insurance in 2005 over 2004, ; '

Interest expense for the eleven months ended December 31, 2005 was $47.8 million cm'np!arcd to $12.0 :
million for the same period in 2004, representing an increase of $35.8 million. This increase!relates to interest
costs during 2005 on the debt we incurred in connection with our acquisition of AMR and EmCare in February
2008. [

|

Income 1ax expense : |

Interest expense

Income tax expense for the eleven months ended December 31, 2005 was $14.4 million;i compared 10 $23.6

. million for the same period in 2004. This $9.2 million decrease relates primarily to the additional interest

expense recorded dunng 2005, partially offset by an increase in income from operations in 2005 over 2004,

resulting in a decrease in taxable income.
i

i
[
|

AMR

Net revenue

Net revenue for the eleven months ended December 31, 2005 was $1,059.7 million, an increase of $85.6
million, or 8.8% (7.5% excluding additional hurricane deployment revenue), from $974.1 mlII:on for the same
period in 2004. The increase in net revenue was due primarily to an increase in our net rcvenuc per weighted
transport of approximately 7.3% (6.0% excluding additional hurricane deployment rcvenue) The increase in net
revenue per weighted transport was the result of rate increases in several of our operating markets and Medicare
rale increases under the Medicare Modernization Act. In addition, we had a net increase of.approximately 36,800
weighted transports. Weighted transports increased by approximately 108,100, or 4.2%, primarily as a result of
growth in ambulance transports in existing markets. This increase was offsct by a decrease of approximately
71,300 weighted transports and related net revenue of $14.3 million for the eleven months 'ended December 31,
2005 as a result of exiting the Pinellas County, Florida market in September 2004. : i
|
Compensation and benefits ‘

Compensation and benefits costs for the eleven months ended December 31, 2005 were $678.7 million, or
64.0% of net revenue, compared o $626.2 million, or 64.3% of net revenue, for the same perlod in 2004, Total
unit hours increased period over period by approximately 171,500. Total wnit hours mcn:ascd by approximately
325,100, or 3.4%, due to the increase in ambulance transport volume and deployment cha:lmges requ1red as part of
several contract rate increases. The exit from the Pinellas County, Florida market decreased total unit hours by
approximately 153,600 and compensation and benefits costs by $11.3 millien in fiscal 2005 compared 1o the
79 ,'
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|
same period in 2004. In addition, ambulance crew wages per ambulance unit hour increasediby 6.5%, which
increased compensation costs by $23.1 million. The ambutance crew wages per ambulance unit hour increase
resulted principally from annual salary increases and increased levels of overtime in connecl:on with the
additional hurricane deployment. Benefits costs increased $10.9 million primarily due to increased health benefit
claim costs and health insurance premiums.

Operating expenses : .

Operaling expenses for the eleven months ended December 31, 2005 were $207.5 million, or 19.6% of net
revenue, compared to $181.7 million, or 18.7% of net revenue, for the same period in 2004. Operating expenses
per weighted transport increased 12.6% in fiscal 2005 compared to the prior period, The change is due primarily
to additional fuel and vehicle repair costs of approximately $8.4 million, an increase in medical supply costs of
$3.3 million, an increase in external services costs of $5.3 million and an increase in professional fees of $34
miilion. Medical supplies expense grew as a result of increased ambulance ranspon volumes and a 12.4%
increase in medical supplies per ambulance transport resulting from increased emergency Lranspons Extenal .
services grew as a result of increased ambulance transport volumes and contract modifications. The increase in
professional fees was related primarily to audit fees and consulting fees for valuations we incurred in connection
with our acquisition of AMR and our stock offering. Other operating costs, including occupancy,
telecommunications and other expenses, increased by approximately $5.3 million, but decreased slightly as a
percentage of net revenue compared to the prior period. !

Insurance expense P

Insurance expense for the eleven months ended December 31, 2005 was $41.7 million,'or 3.9% of net

revenue, compared to $42.0 million, or 4.3% of net revenue, for the same period in 2004.
' i

Selling, general and administrative .

Selling, general and administrative expense for the eleven months ended December 31, 2005 was $36.8
million, or 3.5% of net revenue, compared to $29.9 million, or 3.1% of net revenue, for the same period in 2004,
~ The eleven months ended December 31, 2004 included reductions in expense resulting from a one-time reversal
of an accrued liability of $1.8 million and payroli tax refunds related to prior periods of approximately $1.6
million. The 2005 period included an expense of $0.4 million for Onex management fees. The remaining increase
in the 2008 pericd related primarily to the Company's growth and implementation of strategic initiatives.

Laidlaw fees and compensation charges !

AMR did not incur Laidlaw fees and compensation charges for the eleven months ended December 31, 2005
as it was no longer a subsidiary of Laidlaw. For the eleven months ended December 31, 2004, these fees and
charges were $8.1 million, or 0.8% of net revenue, Costs of $3.7 million that we have incurred to date to replace
the services previously performed by Laidlaw are included in the statement of operations for the eleven months
ended December 31, 2005. ,

Depreciation and amortization i

Depreciation and amortization expense for the eleven months ended December 31, 2005 was $44.1 million,
or 4.2% of net revenue, compared to $38.3 million, or 3.9% of net revenue, for the same period in 2004. Of this
increase, $3.1 million is depreciation expense attributable to increased capital expenditures; and $2.7 miliion is
amortization expense related to the contract intangible we recorded in connection with the acqunsnuon

Restructuring charges

AMR incurred restructuring charges during the eleven months ended December 31, 2005 of $1.6 million
related to the consolidation of two operating regions and the combination of the AMR and EmCare corporate
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overhead departments. Restructuring charges of $1.4 million recorded during the eleven months ended

December 31, 2004 relate to a reduction in the number of operating regions. In each case, o've,‘rsight of the
affected operations was shifted to the remaining regional management teams.

EmCare ) t
Net revenue

Net revenue for the eleven months ended December 31, 2005 was $595.8 million, an increase of $79.7
million, or 15.4%, from 3$516.]1 million for the same period in 2004. The increase was due brimarily to an
increase in patient visits from net new hospital contracts and nel revenue increases in existing contracts. [n 2005,
we added 26 nel new contracts which accounted for a net revenue increase of $35.6 m:lhon for the eleven months
ended December 31, 2005, Net revenue under our “‘same slore” contracts {contracts in exlslence for the entirety
of both fiscal periods) increased $44.1 million in the eleven months ended December 31, 2005 ductoa5.2%
increase in patient visits and a 3.8% increase in net revenue per patient visil. !

Compensation and benefits ! I

Compensation and benefits costs for the eleven months ended December 31, 2005 werc $467.4 million, or
78.5% of net revenue, compared to $408.1 million, or 79.1% of net revenue, for the same period in 2004,
Provider compensation and benefits costs increased $25.8 million from net new contract additions. “Same store™
provider compensation and benefits costs increased $25.9 million primarily related to an increase in patient
visils. . [

t

Operating expenses 2 !
Operating expenses for the eleven months ended December 31, 2005 were $25.6 million, or 4.3% of net
revenue, compared to $22.4 million, or 4.3% of net revenue, for the same period in 2004, lOperalmg expenses

increased due to net new contract additions and remained consistent as a percentage of net revenue.
i
I

Insurance expense . :

Professional liability insurance expense for the eleven months ended December 31, 2005 was $41.1 million,
or 6.9% of net revenue, compared to $32.4 million, or 6.3% of net revenue, for the e!evcn months ended
December 31, 2004. The increase as a percent of net revenue is primarily due to the :mpacl of $3.3 million of
favorable claims development in the 2004 period. .

|1
Sefling, general and administrative ]

Selling, general and administrative expense for the eleven months ended December, 31 2005 was $17.5
million, or 2.9% of net revenue, compared to $14.5 million, or 2.8% of net revenue, for the eleven months ended
December 31, 2004, | |

|
Laidlaw fees and compensation charges |

EmCare did not incur Laidlaw fees and compensation charges for the eleven monlhs ended December 31,
2005 as it was no longer a subsidiary of Laidlaw. For the eleven months ended December 31, 2004, these fees
and charges were $5.3 million, or 1.0% of net revenue. Costs of $2.1 million that we halve incurred to date to
replace the services previously performed by Laidlaw are included in the statement of operations for 2005.

! Il
I
Depreciation and amortization

Depreciation and amortization expense for the eleven months ended December 31, 2005 was $10.0 million,
or 1.7% of net revenue, compared to $7.3 million, or 1.4% of nel revenue, for the eleven months ended
December 31, 2004, The chunge is attributable primarily to amortization expense on I.he conlract intangible we
recorded in connection with the acquisition.

i
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Five months ended January 31, 2005 (Predecessor) compared to five months ended January 31 2004

(Predecessor) ] I
Combined ' l‘ :
Interest expense | !

Interest expense for the five months ended Jariuary 31, 2005 was $5.6 million compared 1o $4.1 million for
the five months ended January 31, 2004, The $1.5 million difference relates to an increase in the amount owed to
Laidlaw during the five months ended January 31, 2005 compared 1o the same period in 2004. |

! '
|
Income tux expense [

. | !

Income tax expense for the five months ended January 31, 2005 was $6.3 million compared o $9.8 million
for the five months ended January 31, 2004. This $3.5 million decrease relates primarily to additional interest
expense and added costs incurred by AMR and EmCare in connection with the acquisition. i

AMR ‘
Net revenue

Net revenue for the five months ended January 31, 2005 was $455.1 miilion, an increase of $13 1 million, or
3.0%, from $442.0 million for the five months ended January 31, 2004. The increase in net revenue was due
primarily to an increase in our net revenue per weighted transport of approximately 6%, offset by approximately
38,700 fewer weighted transports, including a 30,220 ambulance transport decrease. The decrease in ambulance
transports was due primarily to exiting the Pinellas County, Florida market in late September 2094 which
accounted for a decrease of approximately 35,000 ambulance transports and $6.2 million in net revenue for the
five months ended Januvary 31, 2005. |

S

I I

:
I
|
|
n
i

Compensation and benefits

Compensation and benefits costs for the five months ended January 31, 2005 were $289.7 ljlm']lion. or 03.7%
of net revenue, compared to $287.7 million, or 65.1% of net revenue, for the five months ended January 31,
2004. Total unit hours decreased period over period by 100,800 primarily as a result of the exit from the Pinellas
County, Florida market, which decreased ambulance unit hours by 79,800 and compensation a.nld benefits costs
by $5.3 million. The decrease in total unit hours was offset by an increase in our ambulance crew wages per
ambulance unit hour of 6.6%, which increased compensation costs by $10.1 million. The ambulance crew wages
per ambulance unit hour increase resulted principally from annual salary increases. Benefits costs decreased $1.7
million due to our shift of employees previously covered under premium-based health msuranccl: plans to self-

insured health plans.

?
| !
Operating expenses i
Operating expenses for the five months ended January 31, 2005 were $83.9 million, or 18. 4% of net

revenue, compared to $80.3 milkion, or 18.2% of net revenue, for the five months ended January 31,2004,
Operating expenses per weighted transport increased 7.9% in 2005 compared to the prior penod Thls $3.6
million increase was due primarily to higher fuel costs, which were 2.0% of net revenue for the five months
ended January 31, 2005, compared to 1.6% of net revenue for the same peniod in 2004. :

|

Insurance expense I

|
t
[
[}
Insurance expense for the five months ended January 31, 2005 was $22.4 million, or 4.9% of net revenue,
compared to $20.3 million, or 4.6% of net revenue, for the same peried in 2004. |
|
|
f

!
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Selling, general and administrative

Selling, general and administrative expense for the five months ended January 31, 2003 vJas|$15.7 million,
or 3.5% of net revenue, compared to $16.2 million, or 3.7% of net revenue, for the five month§ clf-lded January 31,
2004. The $0.5 million decrease in selling, general and administrative expense related primarily to deferred
compensation expense recorded as part of management incentive programs that were 1mplemenlcd by Laidlaw
during fiscal 2004 and which were expensed as a component of Laidlaw fees and compensauon charges in 2003.
|

Laidlaw fees and compensation charges '

Laidlaw fees and compensation charges for the five months ended January 31, 2005 were |$9 4 million, or
2.1% of net revenue, compared to $3.8 million, or 0.9% of net revenue, for the five months cnded January 31,
2004. This $5.6 million increase was primarily due 10 charges related to senior management mcenllvc plans
expensed as part of the acquisition and additional Laidlaw ovérhead costs allocated to AMR durmg the five
months ended Janvary 31, 2005. |

Depreciation and amortization ’ | |

Depreciation and amortization expense for the five months ended January 31, 2005 was $Iﬁ 4 million, or
3.6% of net revenue, compared to $18.3 million, or 4.1% of net revenue, for the five months ended January 31,
2004. The $1.9 million decrease resulted from the elimination of the contract intangible asset r'ecorﬂed in fiscal
2003 as part of our fresh-start accounting adjustments. As this asset was eliminated in the fourth quarler of fiscal
2004, no amortization expense was recorded for this intangible asset in the five months ended J anuary 31, 2005.

!
EmCare - [ i

Net revenue ' ' B

Net revenue for the five months ended January 31, 2005 was $241.1 million, an increase of |$1 5.5 million, or
6.9%, from $225.6 million for the five months ended January 31, 2004. The increase was due pnmanly t0 an
increase in patient visits from net new hospital contracts and net revenue increases in existing contracts Following
January 31, 2004, we added 33 net new contracts which accounted for a net revenue increase of $11.9 million for
the five months ended January 31, 2005. Net revenue increased $2.6 million as a result of six nctlnew contract
additions in the five months ended January 31, 2004, Net revenue under our “same store™ contracts’ (contracts in
existence for the entirety of both fiscal periods) increased $1.1 million in the five months ended January 31, 2005
due to a 1.4% decrease in patient visits, offset by a 1.9% increase in net revenue per patient visit. '

i
Compensation and benefits

Compensation and benefits costs for the five months ended Janvary 31, 2005 were $191. 6 nulhon or 79.5%
of net revenue, compared to $174.2 million, or 77.2% of net revenue, for the five months enchl January 31,
2004. Provider compensation and benefits costs increased $12.5 million from net new contract addmons
subsequent to August 31, 2004, “Same store” provider compensation and benefits increased $3, 6| million,
R . |
Operating expenses . |
Operating expenses for the five months ended January 31, 2005 were $11.0 million, or 4.6% of net revenue,
compared to $10.6 million, or 4.7% of net revenue, for the five months ended January 31, 2004. Operatmg
expenses, as-a percentage of net revenue, decreased due to our leveraging of fixed billing and other fixed contract
costs. |

1

Insurance expense

Professional liability insurance expense for the five months ended January 31, 2005 was $16 6 million, or
6.9% of net revenue, compared to $16.4 million, or 7.3% of net revenue, for the five months endti:d January 31,
2004. Insurahce expense, as a percentage of net revenue, decreased dve to an improvement in cxpectcd ultimate
claims costs. :

i
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Selling, general and administrative |
Selling, general and administrative expense for the five months ended January 31, 2005 was $5.9 million, or
2.5% of net revenue, compared to $5.8 million, or 2.6% of net revenue, for the five months ended January 31,

2004. F \

!
Laidlaw fees and compensation charges ,

Laidlaw fees and compensation charges for the five months ended January 3}, 2005 was $10.5 million, or
4.3% of net revenue, compared to $2.7 million, or 1.2% of nel revenue, for the five months ended Janvary 31,
2004, This $7.8 million increase was primarily due to charges related to senior managememlmcenuve plans
expensed as part of the acquisition and additional Laidiaw overhead costs allocated to EmCare during the five
months ended January 31, 2005. l

Depreciation und amortization I i

Depreciation and amortization expense for the five months ended January 31, 2005 was $2.4 million, or
. 1.0% of net revenue, compared to $3.8 million, or 1.7% of net revenue, for the five months ended January 31,
2004, The $1.4 million decrease was the result of the elimination of the contract mtanglble asset recorded in
fiscal 2003 as part of our fresh-start accounting adjustments. As this asset was eliminated in the fourth quarter of
fiscal 2004, no amortization expense was recorded for this intangible asset in the five monttlas ended January 31,
2005. ]

|
!

Fiscal ‘ year ended August 31, 2004 compared to the fiscal year ended August 31, 2003
C ombined

Imerest expense

Tnterest expense for the fis¢al year ended August 31, 2004 was $10.0 million ccmpared 10 $5.6 million for
the fiscal year ended August 31, 2003, This increase was a result of Laidlaw suspending cenmn related party
interest charges during the Laiglaw bankruptcy in 2003,

l
Income tax expense I
Income tax expense for the fiscal year ended August 31, 2004 was $21.8 million compared to $9.5 million
for the fiscal year ended August 31, 2003, The $12.3 million increase was the result of the release of full
valuation allowances on all deferred tax assets for the 2003 period in connection with Laidlaw's exit from
bankruptcy. |

AMR B

Net revenue . 1 :

Net revenue for the fiscal year ended August 31, 2004 was $1,054.8 million, an increase of $47.6 million, or
4.7%, from $1,007.2 million for the fiscal year ended August 31, 2003. The increase was due primarily 1o an
| increase in weighted ransports of 65,800, or 2.3%, primarily as a result of an increase in ambulance transports in
| existing markets, resulting in a net revenue increase of $22.9 million. The balance of the increase resulted from
i rate increases in several of our markets that offset Medicare rate reductions in effect prior to the July 1, 2004
effective date of the Medicare Modernization Act, together increasing our net revenue panelghled transport by
2.4%, or $24.7 million. i
! i
L
Compensation and benefits : I

Compensation and benefits costs for the fiscal year ended August 31, 2004 were 568I7.2 million, or 65.2% of
- net revenue, compared to $647.3 miliion, or 64.3%, for the fiscal year ended August 31, 2003. The increase of

Lo
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$39.9 million includes aa increase in ambultance unit hours of 242,200, or 2.5%, associated with the increase in
weighted transports, totaling $8.9 million of compensation-related costs. Ambulance salaries per unit hour
increased 3.5%, or $12.6 million. In fiscal 2004 we expanded our sales and marketing leam'an'd our senior
management, tesulting in $3.7 million of compensation and benefits costs. Qur health i insurange costs and other
employee benefits also increased year over year by $1 1.0 million. :

Operating expenses |

Operating expenses for the fiscal year ended August 31, 2004 were $194.4 miilion, or, '18.4% of net revenue,
compared 10 $195.1 million, or 19.4% of net revenue, for the fiscal year ended August 31, 2003 Operating
expenses per weighted transport decreased 2.6% from fiscal 2003 to fiscal 2004. These expenses decreased
primarily as a result of improvements in telecommunications contract rates, totaling $0.6 m:lhon. and a reduction
in medical supplies expense, totaling $0.6 million, from improved purchasing contracts and more efficient
inventory management. These decreases were offset in part by increases in vehicle operaung costs, totaling $0.6
million, reselling primarily from higher fuel costs incurred in late fiscal 2004. |
Insurance expense :

Insurance expense for the tiscal year ended August 31, 2004 was $44.3 million, or 4. 2% of net revenue,
compared to $67.4 million, or 6.7% of nel revenue, for the fiscal year ended August 31, 2003. This decrease of
$23.1 million primarily relates to insurance expense recorded in fiscal 2003 of $14.6 millionresulting from
increases in actuarially-computed estimates of costs required to settle prior years' claims. ln fiscal 2004, we
recorded a reduction of insurance expense of $4.5 million due to favorable developments with respect to these
claims. We funded these claims through Laidlaw’s captive insurance program. Excludmg these adjustments,
insurance expense decreased $4.0 million from fiscal 2003 to fiscal 2004 as a result of i improvements in ultimate
claims costs. Management implemented a number of additional risk mitigation programs Ial the beginning of

fiscal 2003 that we believe positively impacted claims costs in fiscal 2004,
[

l
!

Selling, general and administrative expense for the fiscal year ended August 31, 2004 was $32.2 million, or
3.1% of net revenue, compared 1o $35.1 million, or 3.5% of net revenue, for the year ended August 31, 2003
This decrease of $2.9 million relates primarily 1o a one-time expense reduction to eliminate;a contingent liability
of $1.8 million. :

Selling. general and administrative

Laidlaw fees und compensation charges ' ;

Laidlaw fees and compensation charges for the fiscal year ended August 31, 2004 ir'lcreased from $3.6
million, or 0.4% of net revenue, to $9.0 million, or 0.9% of net revenue, from the fiscal year ended August 31,
2003. The $5.4 million increase was due to charges related to senior management mcem:ve plans and additional
Laidlaw overhead costs allocated to AMR. i

!
Depreciation and amortization ’ : |

Depreciation and amortization expense for the fiscal year ended August 31, 2004 v;as‘$43 6 million, or
4.1% of net revenue, compared to $39.3 million, or 3.9% of net revenue, for the fiscal year ended August 31,
2003. The $4.3 million increase includes $3.3 million attributable to amortization of a conuact intangible asset
recorded as part of our fresh-start accounting adjustments. The balance of the increase 1s related primarily to
vehicle acquisitions made in late fiscal 2003 and fiscal 2004, | ,
Restructuring charges |

Restructuring charges were $2.1 million, or 0.2% of net revenue, for the fiscal year ended August 31, 2004,
a decrease from $2.7 million, or 0.3% of net revenue, for the fiscal year ended August 31 '2003. Fiscal 2003
|
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restructuring charges included severance-related costs for several members of senior management who were
.replaced during the year and costs incurred in restructuring and consolidating our billing offices. In fiscal 2004,
we reduced the number of operating regions and shifted the oversight of the affected operations to the remaining
regional management teams. _ |

EmCare
Net revenue

Net revenue for the fiscal year ended August 31, 2004 was $549.8 million, an increase of $69 2 million, or
14.4%, from $480.6 million for the fiscal year ended August 31, 2003, The increase was due prlman]y 10 an
increase in patient visits from net new hospital contracts and net revenue increases in existing contracls During
fiscal 2004, we added 35 net new contracts for a net revenue increase of $21.6 million. Net revenue increased
$23.6 million as a result of the net impact of contract additions and terminations in fiscal 2003. ‘ Same store™ net
revenue increased $24.0 million due to a 4.5% increase in patient visits and an increase of 1.1% i in ncl revenue
per palient visit. )

Compensation and benefits

Compensation and benefits costs for the fiscal year ended August 31, 2004 were $430.7 million, or 78.3% of
net revenue, compared to $374.5 million, or 77.9% of net revenue, for the fiscal year ended August 31, 2003.
Provider compensation and benefit costs increased $32.7 million from net new contract addilionsiin fiscal 2003
and 2004. “Same store™ contract compensation and benefits costs increased $12.8 million, or 0.2% per patient
visit, as a result of increased nel revenue per visit and an increase in volume of patient visits, as a number of our

contracts include productivity-based compensation plans. |
|

Operating expenses
Operating expenses for the fiscal year ended August 31, 2004 were $23.9 million, or 4.3% of net revenue,
compared to $23.6 million, or 4.9% of net revenue, for the year ended August 31, 2003. Operatmg expenses

decreased as a percent of net revenve from 4.9% in fiscal 2003 10 4.3% in fiscal 2004 due 10 our leveraging of
fixed billing and other contract costs.

Insurance expense b

Professional liability insurance expense for the fiscal year ended August 31, 2004 was $36.0'miltion, or
6.5% of net revenue, compared to $36.8 million, or 7.7% of net revenue, for the year ended August 31, 2003. The
reduction as a percent of net revenue represents a combination of improved investment returns, changes in
actuarial estimates of costs required to settle prior years’ claims and a reduction in the estimate of ultimate claims

cosls.
]

Selling, general and administrative

Selling, general and administrative expense for the fiscal year ended August 31, 2004 was $15.7 mitlion, or
2.9% of net revenue, compared 1o $14.8 million, or 3.1% of net revenue, for the fiscal year ended August 31,
2003. The $0.9 million increase in selling, general and administrative expense includes $0.6 mllllon of deferred
compensation expense recorded as part of management incentive programs during fiscal 2004 that were
terminated in connection with the acquisition and additional support costs required for net new contracts.

Laidlaw fees and compensation charges

Laidlaw fees and compensation charges for the fiscal year ended August 31, 2004 were $6.4 @'nilliuﬂ, or
1.2% of net revenue, compared 10 $1.8 million, or 0.4% of net revenue, for the fiscal year ended August 31,
2003. The increase was due to charges related to senior management incentive p]ans and additional Laidlaw
overhead costs allocated to EmCare |

i
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Depreciation and amortization i |

Depreciation and amortization expense for the fiscal year ended August 31, 2004 was $9 1 million, or 1.7%
of net revenue, compared 1o $5.4 million, or 1.1% of net revenue, for the fiscal year ended August 31, 2003. The
increase of $3.7 million was due to amortization of a contract intangible asset recorded as pan ‘of our fresh-start
accounting adjustments, '

. »
Laidlaw reorganization cosis [

There were no allocated reorganization costs in fiscal 2004. Laidlaw reorganization co!.l:tsl for the fiscal year
ended August 31, 2003 were $3.7 million, or 0.8% of net revenue. These costs were allocated to EmCare by
Laidlaw and reflect costs borne by Laidlaw during its Chapter 11 restructuring. .

Ligquidity and Capital Resources :

Our primary sources of liquidity are cash flow provided by our operaling activities and prior to the
acquisition, related party advances from Laidlaw. We can also use our revolving senjor secured credit facility,
described below, to supplement cash flows provided by our operating activities if we decide to do so for strategic
or operating reasons. Our liquidity needs are primarily to service long-term debt and to fund working capital
requirements, capital expenditures related to the acquisition of vehicles and medical equlpment. technology-
related assets and insurance-related deposits. See the discussion in Item 1A, "“Risk Factors" for circumstances
that could affect our sources of liquidity,

I !
| i
Cash Flow
I
The table below summarizes cash flow information derived from our statements of cash flows for the

periods indicated (amounts in thousands):
|

For the t
Consolidated Combined |
Elev;weg“’h’ Year Ended Five Months Ended
December 31, Auvgust 31, I January 31,
2005 2004 2003 2005 2004
I (noavdited)
Net cash provided (used) by: '
Operating activities ....... $ 109,963 $127679 $ 88773 §15966 § 13,628
Investing activities ....... (909,629) (81516)  (113,971) (21,667 (10,881)
Financing activities ... .... $ 803,083 $(47,328) $ (55,282) $ IP.$56 $ (7.532)
Operating Activities ! :

For the eleven months ended December 31, 2005 and fiscal year ended August 31, 2004, we gencrated cash
flow from operating activities of $110.0 million and $127.7 million, respectively. For Lhe'eleven months ended
December 31, 2005, we had net income of $20.1 million, compared to $37.3 million for ﬁscal 2004, The
decrease in net income was primarily due to an increase in interest and amortization expense incurred in 2003 in
connection with the acquisition from Laidlaw. i ‘

l

For the five months ended January 31, 2005 and 2004, we generated cash flow from oberaling activities of
$16.0 million and $18.6 million, respectively. For the five months ended January 31, 2005 we had net income of
$9.5 million, compared to $15.0 million for the five months ended January 31, 2004, The decredse in net income
was primarily due to an increase in Laidlaw fees and compensation charges incurred in 2005 in connection with !
the acquisition from Laidlaw. Operating cash flow from changes in working capital for the five months ended
January 31, 2005, increased $8.9 million from the same period in 2004, primarily reﬂecung improved collections
on accounts receivables,

&7

;
:
|




1

i
et |

|

|

|
During fiscal 2004, our operating activities generated $127.7 million in cash flow compared to $88.8 million
in fiscal year ended August 31, 2003, an increase of $38.9 million. Operating cash flow from changcs in working
capital for fiscal 2004 increased $2.9 million compared to fiscal 2003. The balance of the change in cash flow
provided by operating activities was attributable principally to an increase in net income, which includes

increases in depreciation and amortization expense and changes in deferred taxes. ‘ !

Investing Activities i |

Net cash used in investing activities was $909.6 million for the eleven months ended December 31, 2005,
compared to $81.5 million for the fiscal year ended August 31, 2004. The $828.1 million increase was
attributable principally to our net cash outflow of $828.8 million to fund the acquisition of AMR and EmCare.
We also had net cash outflows to fund our insurance related programs of $39.6 million in ﬁscal 2004 and $32.6
million for the eleven months ended December 31, 2005, Capital expenditures were $42.8 mlll:on in fiscal 2004
and $48.9 million for the eleven months ended December 31, 2005, '
by

Net cash used in investing activities was $21.7 million for the five months ended January 31.’ 2005,
compared to $10.9 million for the same period in 2004. The $10.8 million increase was atiributed principally to
our net cash outflow to fund insurance-related deposits in our EmCare business segment. The balance resulted
primarily from the purchase of new ambulance vehicles and medical equipment. ! !

Net cash used in investing activities was $81.5 million and $114.0 million during fiscal yefa:é 2004 and
2003, respectively. In fiscal 2004, we spent $42.8 million on property and equipment. Our $22.5 million net
decrease in insurance-related deposits and investments, which consist of restricted cash and cash equivalents,
short-term deposits, marketable securities and long-term investments, resulted from a reduction'in cash outflows
to fund certain insurance-related programs consistent with improved claims development trends. In fiscal 2003,
we spent $52.8 million on property and equipment. | | '

1
Financing Activities : i

For the eleven months ended December 31, 2005, net cash provided by financing activities was $803.1
million, compared to net cash used in financing activities of $47.3 million for the fiscal year ended August 31,
2004. The increase in net cash provided by financing activities relates primarily to borrowings undcr our senior
secured credit facility and our issuance of senior subordinated notes. For fiscal 2005, net cash used in financing
activities included financing costs of $18.3 million and repayments of debt, including capital lease and senior
secured credit facility obligations totaling 3$132.3 million. |

For the five months ended January 31, 2005, net cash provided by financing activities was $JO 9 million
compared to net cash used in financing activities of $7.5 million for the five months ended January 31, 2004. Net
cash used in financing activities relates primarily to borrowings from Laidlaw and payments on our capital lease
obligations. |

|
Net cash used in financing activities was $47.3 million and $55.3 million during fiscal years 2004 and 2003,
respectively. In fiscal 2004, we made payments to Laidlaw of $31.1 million and made mandatory dcbr
repayments of $8.7 million. Our bank overdrafts also decreased in fiscal 2004 by $4.5 million. ]n fiscal 2003, we
made payments to Laidlaw of $58.8 million and made mandalo:y debt repayments of $8.2 million. Bank
overdrafts also increased $7.9 million during the fiscal year ended August 31, 2003.

ok
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Certain government programs, including Medicare and Medicaid programs, require not:ceior re-enrollment
when certain ownership changes occur. In certain jurisdictions such changes require pre- or post-notification to
governmental licensing and centification agencies, agencies with which we have contracts. If the payor requires us
to complete the re-enrollment process prior to submitting reimbursement requests, we may be dclayed in payment,
receive refund requests or be subject to recoupment for services we provide in the interim. The changc in ownership
effected by the acqu:smon from Laidlaw has roqulred two of our subsidiaries to apply for state and local ambulance
operating authority in New York and may require us to re-enroll in one or more jurisdictions. The  changes in our
corporate structure and ownership in connection with our initial public offering or to meet certain, state licensing
requirements may require us to give notice, re-earoll or make other applications for authority to continue operating
in various _]Ul"lSdlCllOnS If we are required to re-enroll in a jurisdiction, reimbursement from the relevant
government program is likely to be deferred for several months. This will affect our cash flow, buit will not affect
our nel revenue. We do not expect the impact of any such deferral to be material to us.

1

We expect to conlinue to fund the liquidity requirements of our business principally with cash flow from
operations and amounts available under the revolving credit portion of our senior credit fac:hty We have
available to us, upon compliance with customary conditions, $100.0 million under the revolvmg credit facility.
less any letters of credit outstanding. Qutstanding letters of credit at December 31, 2005 were $27.3 million.
Further, we have a conditional right under our senior secured credit facility to request new or existing lenders to
provide up to an additional $100.0 million of term debt (in $20.0 million increments). |
Debt Facilities : |

The acquisition of AMR and EmCare resulted in a significant increase in the level of our outstanding debt.
We have a $450.0 million senior secured credit facility bearing interest at variable rates at specified margins
above either the agent bank's alternate base rate or its LIBOR rate. The senior secured credit facility consists of a
$100.0 million, six-year revolving credit facility and a $350.0 million, seven-year lerm loan We borrowed the
full amount of the term loan, and $20.2 million under the revolving credit facility, on Fcbruary 10, 2005 to fund
the acquisition of AMR and EmCare and pay related fees and expenses, On February 10, 2005 we also issved
$250.0 million principal amount of 10% senior subordinated notes due 2015. We used the net ‘proceeds of this
notes issuance to fund the acquisition. |

_ |

In December 2005, we used a significant portion of the proceeds from our initial public offering of common
stock to prepay $99.1 million of the term loan. We did not incur a prepayment penalty or any similar charges in
connection with this prepayment. This amount is not available for future borrowings. '

Our $350.0 million term loan initially carried interest at the alternate base rate, plus a lna!rgin of 1.75%, or
the LIBOR rate, plus & margin of 2.75%. We refinanced this term loan on March 29, 2005 for a term loan with
identical terms except that the margins were reduced by 0.25%. The term loan is subject to 'quarterly amortization
of principal (in quarterly installments), with 1% of the aggregate principal payable in each of the first six years,
with the remaining balance due in the final year. Our $100.0 million revolving credit tamhty initially bears
interest at the alternate base rate, plus a margin of [.75%, or the LIBOR rate, plus a margm of 2.75%. Al
December 31, 2005, we had repaid all of the outstanding balance of the revolving credit fac:ll:ly with cash flow
from operations. Under the terms of our senior secured credit facility, our letters of credit outstandmg reduce our
available borrowings under the revolving credit facitity. At December 31, 2005, our outstandmg letters of credit
totaled $27.3 million, including $16.0 million to support our self-insurance program for ﬁscal 2002, 2003 and
2005 and $11.3 million, primarily related to secure our performance under certain 911 emtl:rgency response
contracls, i

We have a conditional right under our senior secured credit facility to request new or existing lenders to
provide up to an additional $100 million of term debt (in $20 million increments).

89



All amounts borrowed under our senior secured credit facility are collateralized by, among other things:

+ substantially all present and future shares of the capital stock of AMR HoldCo, Inc. and EmCare
HoldCo, Inc., our wholly-owned subsidiaries which are the co-borrowers, and each oi their present and
future domestic subsidiaries and 65% of the capital stock of controlled foreign corporauons

+ substantially all present and future intercompany debt of the co-borrowers and each guaramor. and

+ substantially all of the present and future property and assels, real and personal, of thp go-borrOWers and
each guarantor, |

The agreements governing our senior secured credit facility contains customary afﬁrmmwe and nepative
covenants, including, among other things, restrictions on indebtedness, liens, mergers and consohdauons sales of
assets, loans, acquisitions, joint ventures, restricted payments, transactions with affiliates, dmdends and other
payment restrictions affecting subsidiaries, a change in control of the company and other matlcrs customarily
restricted in such agreements. The agreement governing our senior secured credit facility also contains financial
covenants, including 2 maximum total leverage ratio (5.50 to 1.00 as of December 31, 2005), 'mammum sentor
leverage ratio (3.25 to 1.00 as of December 31, 2005) and a minimum fixed charge coverage rat:o (1.05 10 1.00
as of December 31, 2005), all of which are based on adjusted EBITDA, which is the amount of our income (loss)
from operations before depreciation and amortization expenses and other specifically 1dent1ﬁ!ed exclusions,
These ratios are to be calculated each quarter based on the financial data for the four fiscal quarters then ending.
Each financial covenant ratio adjusts over time as set forth in our senior secured credit fac11ny Qur failure to
meet any of these financial covenants could be an event of default under our senior secured credu facility.

The calculated ratios for the four fiscal quarters, or LTM, ended December 31, 2005 wcre as follows:

Deamber a1,

|y 2008
1 (doltars in
thousaads)
Total Leverage RQiD: . ..............coeveeseeinenenieinaeenone, b 328
Consolidated Indebtedness/ ........... ... i iy y I $502,184
Adjusted LTMEBITDA{L) .. ... . . . i ; $153,157
Senior Leverage Ratio: .. ... ... .. ... ottt iiiinnn | ! 1.65
Senior Indebtedness/ ... ... cv v e e $252,184
Adjusted LTM EBITDA(L) -+ oo oo oo e | 5153157
Fixed Charge Coverage Ratio: .................ccviiviicianinininnns N WK
Fixed Charge Numerator(2) ..........ocovveunaneireis [P ! $100,607
Fixed Charge Denominator(3) ........ e e, | $ 58,237

(1) “Adjusted LTM EBITDA" is calculated as set forth in our senior secured credit fac;hty our consolidated

EBITDA for the four fiscal quarters ended December 31, 2005, adding back all managcmcnt fees, and other

specifically identified exclusions, (-

(2) The numerator for the fixed charge ratio is calculated as set forth in our senior secured credit facility:
Adjusted EBITDA, less capital expenditures, for the four fiscal quarters ended Decembcr 31, 2005,

(3) The denominator for the fixed charge ratio is calculated as set forth in our senior Sccured credit facility: the
sum of our consolidated interest expense, cash income taxes and principal amount of a}I scheduled
amortization payments on all Indebiedness (as defined), including pro forma annual principal payments on
our senior secured credit facility, for the four fiscal quarters ended December 31, 2003, .

The indenture governing our senior subordinated notes contains a number of covenants I!hat. among other
things, restrict our ability and the ability of our subsidiarics, subject to certain exceptions, to seli assets, incur
additional debt or issue preferred stack, repay other debt, pay dividends and distributions or repurchase our
capital stock, create liens on assets, make investments, loans or advances, make certain ac‘qu:smons engage in
mergers or consolidations and engage in certain transactions with affiliates. We do not expect to be in violation
of our debt covenants in 2006. , |
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Off-Balance Sheet Arrangements i z
We do not have any relationships with unconsolidated entities or financial partnershlps, such as entities
often referred to as structured finance or special purpose entities, established for the purpose of facilitaling
off-balance sheet arrangements or other contractually narrow or limited purposes. Accordlﬁgly, we are not
materially exposed to any financing, liquidity, market or credit risk thal could arise if we héd engaged insuch
relationships.

Tabular Disclosure of Contractual Obligations and other Commitments t ’

The following table reflect a summary of obligations and commitments outstanding a§ of December 31,
2005, including our borrowings under our senior secured credit facility and our senior subo'rd'}nated notes.

Less than More than

1Year 1-3Years 3SYears 5Years  Total
(in amusands)
Contractual obligations !
(Payments Due by Period): ,
Long-termdebt (1) ... .......coiiiiiiinniiinnnn $ 8 § 79 § 60 $ . 631 $ 856
Senior secured credit facility (2) ................. 3,500 7,000 7.000 . .230,750 248,250
Capital lease obligations ....................... 3.077 — — I 3,077
Senior subordinated notes . ... e — — — 250 000 250,000
Interest ondebt (3) ... viriii i 41,898 83,842 83,796 i 121 574 331,110
Operating lease obligations ..................... 27,403 34,936 20,496 11,694 114,529
Other contractual obligations (4} ................ 6,570 6,413 3,108 , ; 971 17,062
Subtotal ...t s 82,534 132,270 114,460 635,620 964,884
Other commitments '
{Amount of Commitment Expiration Per Period): i
Guarantees of suretybonds . ........... ...l — — — | 32,885 32,885
Lettersofcredit (5) ... s e — —_ — | 27,347 27,347
SUBLOMAl .« e e _ — — ] 60,232 60,232
Total obligations and commitments ,............. $82.534 $132270 $114460 35695852 $1,025,115

1
I
]

(1} Excludes capital lease obligations.
{2) Excludes interest on our senior secured credit facility and senior subordinated notes. | |
(3) Interest on our floating rate debt was calculated for all years using the effective rate as of December 31,
2005 of 6.7%. See the discussion in [tem 7A, “Quantitative and Qualitative Dlsclosures of Market Risk", for
situations that could result in changes to interest costs on our variable interest rate debt.
(4) Includes Onex management fees, dispatch fees and responder fees. and other purchaseI obllgauons of goods
and services. ‘
(5) Evergreen renewals are deemed to have expiration dates in excess of 5 years.

| i
-
O
We have one capual lease relating 10 approximately 450 ambulances. The term of the lease extends to
Avugust 2007,

i
1
1
|
I
[
1
I
l
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK[*:‘.T RISK

As of December 31, 2005, we had-$499.1 million of outstanding debt, excluding capitall leases, of which
$248.3 million was variable rate debt under our senior secured credit facility and the balance was fixed rate debt,
including the $250.0 million aggregate principal amount of our senior subordinated notes. An increase or
decrease in interest rates will affect our interest costs on variable rate debt. For comparative purposes, for every
0.125% change in interest rates, our interest costs on our senior secured credit facility will change by
approximately $0.3 million per year based on our outstanding indebtedness at December 3 l.|2005.

We reduced the cutstanding balance of our variable rate debt in December 2005 through 2 $99.1 mitkion
prepayment of the outstanding balance with the proceeds of our initial public offering of stock.

We monitor the risk from changing interest rates and evaluate ways to mitigate possnbl: cxposures. as
appropriate.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

See index to financial information on page F-1. i
s
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Ncne. !

ITEM 9A. CONTROLS AND PROCEDURES .
Evaluation of Disclosure Controls and Procedures

We maintain a system of disclosure controls and procedures (as defined in Rule 13a- 14 and |5d-14 under
the Securities Exchange Act of 1934 (the "Exchange Act”)) that are designed to ensure that ‘information required
to be disclosed in the reports that we file under the Exchange Act is recorded, processed, sununanzcd and
reported within the time periods specified in the Securities and Exchunge Comimission’s rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures deslgncd 10 ensure that
information required to be disclosed by an issuer in the reports that it files or furnishes undcr the Exchange Act is
accumulated and communicated to the issuer’s management, including its principal exccutive officer or officers
and principal financial officer or officers, or persons performing similar functions, as appropriate to allow timely
decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures, our
management recognizes that any controls and procedures, no matter how well designed and operated, can provide
only reasonable assurance of achieving the desired control objectives, and management is required to apply its

judgment in evaluating the cost-benefit relationship.of possible controls and procedures. | -
|

Based on their evaluation of our disclosure controls and ptocedures conducted within 90 days of the date of
filing this Report on Form 10-K, our principal executive officer and our principal financial ‘officer have
concluded that, as of the date of their evaluation, our disclosure controls and procedures (as defined in Rules
13a-14(c) and 15d-14(c) promulgated under the Securities Exchange Act of 1934, as amended) are effective.

Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during our fiscal quarter
ended December 31, 2005 that have materially affected, or ure reasonably likely to materially affect, our

financial reporting. a
-

ITEM 9B. OTHER INFORMATION

None.
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PART I,

]
'

|
|
|
|

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT i
Incorporated by reference to the Company's Proxy Statement for its Annual Stockholdferr; Meeting to be
filed with the Securities and Exchange Commission within 120 days after December 31, 2005!
I ]
ITEM 11. EXECUTIVE COMPENSATION B
Incorporated by reference to the Company’s Proxy Statement for its Annual Stockholders Meeting to be
filed with the Securities and Exchange Commission within 120 days after December 31, 201051'
! .

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND P*I{\NAGEMENT
AND RELATED STOCKHOLDER MATTERS [
|

Incorporated by reference to the Company’s Proxy Statement for its Annual Stockholders Meeting to be
filed with the Securities and Exchange Commission within 120 days after December 31, 2005,
f
ITEM 13, CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS !
Incorporated by reference to the Company s Proxy Statement for its Annual Stock.ho[ihcfs Meeting to be

filed with the Secunities and Exchange Commission within 120 days after December 31, 2005.

[
I
1
!

ITEM 14, PRINCIPAL ACCOUNTING FEES AND SERVICES

Incorporated by reférence to the Company’s Proxy Statement for its Annual Stockho[de}s Meeting to be
filed with the Securities and Exchange Commission within 120 days after December 31, 2?05.
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ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

PARTLV.

Financial Statement Schedules
The Consolidated and Combined Financial Statements and Notes thereto filed as part of Férrp 10-K can be

found in Item 8, “Financial Statements and Supplementary Data”, of this Annual Repont.

|
Exhibits '
| .
The list of exhibits required by Item 601 of Regulation S-K and filed as part of this Annua'l RepOn on Form

i
i

!

10-K is as follows:

Exhlbit No.

Description | :

2.1

22

2.3

2.4

25

31
3.2
33

34

3.5

36

Stock Purchase Agreement, dated as of December 6, 2004, by and among Laidla:w _InternatiOnal.
Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Services Corporation (incorporated
by reference to Exhibit 2.1 of the Company's Registration Statement on Form S-1 filed August 2,
2005). : '

Amendment to Stock Purchase Agreement, dated February 10, 2005, by and among Laidlaw
International, Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Scmces Corporation
(incorporated by reference to Exhibit 2.2 of the C0mpany s Registration Statement on Form §-1
filed August 2, 2005). 3

Stock Purchase Agreement, dated as of December 6, 2004, by and among Laid!a’w International,
Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Services Corporation (incorporated
by reference to Exhibit 2.3 of the Company’s Registration Statement on Form S- l filed August 2,

2005). i

Amendment to Stock Purchase Agreement, dated as of February 10, 2005, by and among Laidlaw
International, Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Servnccs Corporation
(incorporated by reference to Exhibit 2.4 of the Company's Registration Statement on Form S-1
filed August 2, 2005). |

Letter, dated March 25, 2005, to EMSC Management, Inc. (formerly known as AMR HoldCo,
Inc.) from Laidlaw Medical Heldings, Inc. {incorporated by reference 1o Ex)ubn.Z .5 of the
Company's Registration Statement on Form S-1 filed August 2, 2005).

Amended and Restated Certificate of Incorporation of Emergency Medical Services Corporation. *
‘ i

Amended and Restated By-Laws of Emergency Medical Services Corporation.* | !
Certificate of Formation of Emergency Medical Services L.P. (incorporated by reférence to
Exhibit 3.3 of the Company’s Registration Statement on Form S-1 filed August 2 2005).

Agreement of Limited Partnership of Emergency Medical Services L.P., dated February 10, 2005,
by and among Emergency Medical Services Corporation and the persons listed on Schedule A
thereto (incorporated by reference to Exhibit 3.4 of the Company’s Registration Statement on
Form S-1 filed August 2, 2005). b

Amendment to Agreement of Limited Partnership, dated November 27, 2005, by and among
Emergency Medical Services L.P. and the other signatories thereto (incorporated by reference to
Exhibit 3.4.1 of the Company’s Amendment No. 4 to Registration Statement on Form S-1 filed

December 5, 2005). *

Amendment to Agreement of Limited Partnership, dated December 20, 2005 by an d among
EMSC, Inc. and the persons listed on Schedule A thereto.*

;
Lo
‘
I
1
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Exhibit No.

I
|
-
|

Description |

3.7

4.1
42

43

4.4

45

4.6

4.7

48

49

4.10

4,12

Amended and Restated Agreement of Limited Partnership of Emergency Mcdlcal Services L.P,,
dated December 20, 2005, by and among EMSC, Inc. and the persons listed on Schedule A

thereto.*

Form of Class A Common Stock Certificate (incorporated by reference to Exhlblt 4,1 of the
Company’s Amendment No. 5 to Registration Statement on Form S-1 filed Decembcr 6, 2005).

Form of Class B Common Stock Certificate (incorporated by reference to EX.hlbl( 4.2 of the
Company’s Amendment No. 5 1o Registration Statement on Form 5-1 filed December 6, 2005},

Investor Equityholders Agreement, dated February 10, 2003, by and among Emergency Medical
Services L.P., Onex Partners LP and the equityholders listed on the signature péages thereto
{incorporated by reference to Exhibit 4.3 of the Company’s Registration Statement on Form S-]
filed August 2, 2005). I

Equityholders Agreement, dated as of February 10, 2005, by and among Emt':rg!ency Medical
Services L..P., Onex Partners LP and the equityholders listed on the mgnaturc pages thereto
(incorporated by reference to Exhibit 4.4 of the Company’s Amendment No 1 to Registration
Staternent on Form S-1 filed September 14, 2005). |

Registration Agreement, dated February 10, 2005, by and among Emergency Medical

Services L.P. and the persons listed on Schedute A thereto and amendment theieto (incorporated
by reference to Exhibit 4.5 of the Company's Amendment No. 1 to Registration Statement on
Form S-1 filed September 14, 2005). P

Indenture, dated February 10, 2005, by and among EMSC Management, lnc (formerly known as
AMR HoldCo, Inc.), EmCare HoldCo, Inc., the guarantors named therein and U.S. Bank

Trust National Association, as trustee (incorporated by reference to Exhibit 4, 6 of the Company’s
Registration Statement on Form $-1 filed August 2, 2005} l

I
Supplemental Indenture, dated April 15, 2005, by and among AMR Brockton L L.C..EMSC
Management, Inc. (formerly known as AMR HoldCo, Inc.), EmCare HoldCo, Inc., the guarantors
named therein and U.S. Bank Trust National Association, as trustee (mcorporatcd by reference to
Exhibit 4.7 of the Company’s Registration Statement on Form S-1 filed August 2, 2005). .

Supplemental Indenture No. 2, effective as of September 30, 2005, by and arnon° Global Medical
Response, Inc., EMSC Management, Inc. (formerly known as AMR HoldCo Inc. ). EmCare
HoldCo, Inc., the guarantors named therein and U.S. Bank Trust National Association, as trustee
(incorporated by reference to Exhibit 4.8 of the Company’s Amendment No. 3 to Registration
Statement on Form §-1 filed November 14, 2005).

Supplemental Indenture No. 3, effective as of February 23, 2006, by and among Emergency
Medical Services Corporation, EMSC Management, Inc, (formerly known as ‘AMR HoldCo, Inc.),
EmCare HoldCo, Inc., the guarantors named therein and U.S. Bank Trust Natlonal Association, as
trustee (incorporated by reference to Exhibit 4.8 of the Company’s Amendment No. 3 to
Registration Statement on Form S-1 filed November 14, 2005). i

Registration Rights Agreement, dated as of February 10, 2003, by and among EMSC
Management, Inc. (formerly known as AMR HoldCo, Inc.), EmCare HoldCo, Inc., the guarantors
named therein, Banc of America Securities LLC and J.P. Morgan Securities Inc. (incorporated by
reference to Exhibit 4.9 of the Company's Registration Statement on Form $-1 filed Auvgust 2,
2005). | I

Voting and Exchange Trust Agreement, dated as of December 20, 2005, among Emergency
Medical Services Corporation, Emergency Medical Services L.P. and Oncx Corporauon *

Form of Indemnification Agreement (incorporated by reference to Ex]nbll,4.11 of the Company's
Amendment No. 4 to Registration Statement on Form S-1 filed December 5, 2005).
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Exhibit No,

Description

413
4.14

9.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

Form of 10% Senior Subordinated Note due 2015 (included in Exhibit 4.6).

I
Notification of Guarantee, dated as of February 10, 2005, executed by the guarantors identified
therein (incorporated by reference to Exhibit 4,12 of the Company’s Registration Statemcnt on
Form S-4 filed October 11, 2005).

Voting and Exchange Trust Agreement, dated as of December 20, 2005, among Emergcncy
Medical Services Corporation, Emergency Medical Services L.P. and Onex Corporauon (included
in Exhibit4.11),*

Employment Agreement, duted December 6, 2004, between William A. Sanger a.nd Emergency
Medical Services Corporation {incorporated by reference to Exhibit 10.1 of the Company $
Registration Statement on Form S-1 filed August 2, 2005). i

Employment Agreement, dated as of February 10, 2005, between Don §. Harvey and Emergency
Medical Services L.P., and assignment to Emergency Medical Services Corporation (incorporated
by reference to Exhibit 10.2 of the Company’s Registration Statement on Form §- 1 filed August 2,
2005). .

|

Employment Agreement, dated as of February 10, 2005, between Randel G. Owen and Emergency
Medical Services L.P., and assignment to Emergency Medical Services Corporation (incorporated
by reference to Exhibit 10,3 of the Company’s Registration Statement on Form S 1 ﬁled August 2,
2005). .

Employment Agreement, dated as of February 10, 2005, between Todd Z:mmcrn}{an and
Emergency Medical Services L.P.. and assignment to Emergency Medical Services Corporation
(incorporated by reference to Exhibit 10.4 of the Company’s chlstrahon Statement on Form S-1
filed August 2, 2005). !

Employment Agreement, dated as of April 19, 2005, by and between Emergency Medical Services
L.P. and Dighton Packard, M.D., and assignment to Emergency Medical Services Corporation
(incorporated by reference to Exhibit 10.5 of the Company's Registration Statement on Form S-1
filed August 2, 2005). '

Emergency Medical Services L.P. Equity Option Plan (mcorporated by reference_ to Exhibit 10.6
of the Company's Registration Statement on Form §-1 filed August 2, 2005).%*

Emergency Medica! Services L.P. Equity Purchase Plan {incorporated by reference to Exhibit 10.7
of the Company’s Registration Statement on Form S-1 filed August 2, 2005).%*

Management Agreement, dated February 10, 2005, by and among Onex Partners: Manager LP,
EMSC Management, Inc. (formerly known as AMR HoldCo, Inc.), Inc. and EmCare HoldCo, Inc.
(incorporated by reference to Exhibit 10.8 of the Company's Registration Slatemcnt on Form S-1
filed August 2, 2005).

Purchase Agreement, dated January 27, 2005, among EMSC Management, Inc. (formerly known
as AMR HoldCo, Inc,), EmCare HoldCo, Inc., the Registrant, the guarantors party ‘thereto, Banc of
America LLC Secunities and J.P. Morgan Sccuri(ies Inc. (incorporated by reference to

Exhibit 10.9 of the Company's Registration Statement on Form S-1 filed August 2, 2005).

Credit Agreement, dated as of February 10, 2005, among EMSC Management, Inc. (formerly
known as AMR HoldCo, Inc.), EmCare HoldCo, Inc., Emergency Medical Services L.P., the
guarantors party thereto, Bank of America, N.A. and the other lenders party thereto (incorporated
by reference to Exhibit 10.10 of the Company’s Registration Statement on Form S 1 filed
August 2, 2005).
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Exhibit No. Description i

10.11 Amendment No. |, dated March 29, 2005, among EMSC Management, Inc. (fonnerly known as
AMR HoldCo, Inc.), EmCare HoldCo, Emergency Medical Services L P., the guaramors and the
lenders party thereto, to the Credit Agreement dated as of February 10, 2005, among EMSC
Management, Inc. (formerly known as AMR HoldCo, Inc.), EmCare HoldCo, [nc Emergency
Medical Services L.P., the guarantors party thereto, Bank of America, N.A. and the other lenders
party thereto (incorporated by reference to Exhibit 10.11 of the Company’'s Reglstrauon Statement
on Form S-1 filed August 2, 2003).

10.12 Security Agreement, dated as of February 10, 2005, made by EMSC Management, Inc. (formerly
known as AMR HoldCo, Inc.), EmCare HoldCo., Inc.. the guarantors party thereto in favor of
Bank of America, N.A. (incorporated by reference to Exhibit 10.12 of the Company s Registration
Statement on Form S-1 filed August 2, 2005}. !

10.13 Assignment, dated as of December 20, 2005, by and among Emergency Medical Semces
Corporation, EMSC Management, Inc. and ClaimCo L.P.* I

10.14.1 Form of Employee Equity Option Agreement* f

10.14.2 Form of Director Equity Option Agreement* f :

14.1 Code of Ethics.* i

211 Subsidiaries of Emergency Medical Services L.P. and Emergency Medical Ser:vic"cs Corporation.*

311 Certification of the Chief Executive Officer of Emergency Medical Services Corporauon pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.* ; '

31.2 Certification of the Chief Executive Officer of Emergcncy Medical Services Corporatlon,

general partner of Emergency Medical Services L.P. pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.* !

[
313 Certification of the Chief Financial Officer of Emergency Medical Services Corporation pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.* '

314 Centification of the Chief Financial Officer of Emergency Medical Services C?rporation as
general partner of Emergency Medical Services L.P. pursuant to Section 302 of the Sarbanes-

Oxley Act of 2002.* i

32.1 Certification of the Chief Executive Officer and the Ch:ef Financial Officer of Emcrgcncy
Medical Services Corporation pursuant to 18 U.S.C. Section 1350, as adopted‘pursuam 1o
Section 906 of the Sarbanes-Oxley Act of 2002.* f ‘

322 Certification of the Chief Executive Officer and the Chiet Financial Officer of Emergcncy
Medical Services Corporation, as general partner of Emergency Medical Services L.P. pursuant 1o
18 U.8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*

*  Filed with this Report i l
**  Jdentifies each management compensation plan or arrangement | !
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SIGNATURES [

Pursuant to the reguirements of Section 13 or 15(d) ofvthe Securities Exéhange Act of 1934, the registrants
have duly caused this report to be signed on their behalf by the undersigned, thereunto duly aulhonzed on the

21st day of March, 2006.
I i

EMERGENCY MEDICAL SERVICES CORPORATION
(registrant) '

By: /sf William A. Sanger

William A, Sanger ‘
Chairman and Chief Executive Officer

EMERGENCY MEDICAL SERVICES L.P.

{registrant)
By: Emergency Medical Services Corpor.jmon.
its General Partner -

By: /s/ William A. Sanger

William A. Sanger
Chalrman and Chief Executive Officer

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrants and in the capacities and on the dates indicated.

Signature o | T b
[
/sf William A. Sanger Chairman, Chief Executive Officer and B _ March 21, 2006
William A. Sabger Director (Principal Executive ‘
Officer) X
/s/ Randel G. Owen Chief Financial Officer (Principal ' March 21, 2006
Randt]l G. Owen Financial and Accounting Officer)
/s/ Robert M. Le Blanc Director 1 March 21, 2006
Robert M, Le Blanc |
/s/ Steven B. Epstein . Director . . March 21, 2006
Steven B. Epstein
|
/s/ Don S. Harvey Director } March 21, 2006
Don S. Harvey :
I
/s/ James T. Kelly Director March 21, 2006
James T. Kelly N
/s/ Michael L. Smith Director March 21, 2006
Michael L. Smith
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Exhibit No.

i
I
P
i
I

Exhibit Index l 5
Description ‘ |

2.1

2.2

2.3

2.4

25

3.1
32
33

34

3.5

3.6

3.7

4.1

42

43

Stock Purchase Agreement, dated as of December 6, 2004, by and among Laidlaw Ir;lternaliona],
Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Services Corporation (incorporated
by reference to Exhibit 2.1 of the Company’s Reglstranon Staternent on Form S-1! filed August 2,
20605). .

Amendment to Stock Purchase Agreement, dated February 10, 2005, by and among Laidlaw
International, Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Serv:ces Corporation
(incorporated by reference to Exhibit 2.2 of the Company's Registration Statement on Form §-1
filed August 2, 2005). b

Stock Purchase Agreement, dated as of December 6, 2004, by and among La.ldlaw International,

Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Services Corporauon (incorporated '

by reference to Exhibit 2.3 of the Company’s Registration Statement on Form §- ; filed August 2,
2005). ‘ ||

Amendment to Stock Purchase Agreement, dated as of February 10, 2005, by andlI among Laidlaw
International, Inc., Laidlaw Medical Holdings, Inc. and Emergency Medical Services Corporation
(incorporated by reference to Exhibit 2.4 of the Company’s Registration Statement on Form §-1
filed August 2, 2003).

Letter, dated March 23, 2003, to EMSC Management, Inc. (formcrly known as AMR HoldCo,
Inc.} from Laidlaw Medical Holdings, Inc. (incorporated by reference to Exhibit 2.5 of the
Company’s Registration Statement on Form S-1 filed August 2, 2005). !

Amended and Restated Certificate of Incorporation of Emergency Medical Servii:esla Corporation.*
Amended and Restated By-Laws of Emergency Medical Services Corporation. *

Certificate of Formation of Emergency Medical Services L.P. (incorporated by reference to
Exhibit 3.3 of the Company's Registration Statement on Form $-1 filed August 2, 2005}.

Agreement of Limited Partnership of Emergency Medical Services L.P., dated Fcizbi'uary 10, 2005,
by and among Emergency Medical Services Corporation and the persons listed on Schedule A
thereto (incorporated by reference to Exhibit 3.4 of the Company’s Registration Statement on
Form S-1 filed August 2, 2005). I

Amendment to Agreement of Limited Partnership, dated November 27, 2005, by and arnong
Emergency Medical Services L.P. and the other signatories thereto (incorporated by reference to
Exhibit 3.4.1 of the Company's Amendment No. 4 to Registration Statement on Forrn S-1 filed
December 5, 2005).

Amendment to Agreement of Limited Partnership, dated December 20, 2005 by and among
EMSC, Inc. and the persons listed on Schedule A thereto.*

Amended and Restated Agreement of Limited Partnership of Emergency Med:ca.l Servnccs L.P,
dated December 20, 2005, by and among EMSC, Inc. and the persons listed on Schedule A
thereto.* .

Form of Class A Common Stock Certificate (incorporated by reference to Exhib'it 4.1 of the
Company’s Amendment No. 5 to Registration Statement on Form S-1 filed December 6, 2005).

Form of Class B Commen Stock Certificate (incorporated by reference to Exhib!it 4.2 of the
Company’s Amendment No. 5 to Registration Statement on Form $-1 filed December 6, 2005).

Investor Equityholders Agreement, dated February 10, 2005, by and among Em!ergency Medical
Services L.P., Onex Parters LP and the equityholders listed on the signature pages thereto
(incorporated by reference to Exhibit 4.3 of the Company’s Registration Statement on Form S-1
filed August 2, 2005). 1
| i
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ExhibitNo.  Description .
44 Equityholders Agreement, dated as of February 10, 2003, by and among Emicrg'ency Medical
Services L.P., Onex Partners LP and the equityholders listed on the signalurt;'. pages thereto

(incorporated by reference to Exhibit 4.4 of the Company’s Amendment No! | to Registration
Statement on Form S-1 filed September 14, 2005). :

45 Registration Agreement, dated February 10, 2005, by und among Emergencglf Medical
Services L.P. and the persons listed on Schedule A thereto and amendment thereto {incorporated
by reference to Exhibit 4.5 of the Company’s Amendment No. 110 Reglstranon Staternent on
Form S-1 filed September 14, 2005).

4.6 Indenture, dated February 10, 2005, by and among EMSC Managemenl, Inc (formerly known as
AMR HoldCo, Inc.), EmCare HoldCo, Inc., the guarantors named therein and U.S. Bank
Trust Nationa! Association, as trusiee {incorporated by reference to Exhibit 4.6 of the Company's
Registration Statement on Form -1 filed August 2, 2005). I I

4.7 Suppiemental Indenture, dated April 15, 2005, by and among AMR Brocktoln LL.C,EMSC

: Management, Inc. (formerly known as AMR HoldCo, Inc.), EmCare HoldCo, Inc., the guarantors
named therein and U.S. Bank Trust National Association, as trustee (|ncorporaled by reference to
Exhibit 4.7 of the Company’s Registration Statement on Form S-1 filed Augu%l 2, 2005).

48 Supplemental Indenture No. 2, effective as of September 30, 2005, by and among Global Medical
Response, Inc., EMSC Management, Inc. (formerly known as AMR Ho!dCo. Inc.), EmCare
HoldCo, Inc., the guarantors named therein and U.S, Bank Trust National Assoc:auon as trustee
(incorporated by reference to Exhibit 4.8 of the Company’s Amendment No. 3 to Registration
Statement on Form S-1 filed November 14, 2005). *

49 Supplemental Indenture No. 3, effective as of February 23, 2006, by and amlong Emergency
Medical Services Corporation, EMSC Management, Inc. (formerly known as AMR HoldCo, Inc.),
EmCare HoldCo, Inc., the guarantors named therein and U.S. Bank Trust Nalmnal Association, as
trustee (incorporated by reference to Exhibit 4.8 of the Company's Arnendment No. 3o
Registration Statement on Form S-1 filed November 14, 2005). |

q

4,10 Registration Rights Agreement, dated as of February 10, 2005, by and among EMSC
Management, Inc. {formerly known as AMR HoldCo, Inc.), EmCare HoIdCIO IInc: the guarantors
named therein, Banc of America Securities LLC and J.P. Morgan Securities Inc. (incorporated by
reference to Exhibit 4.9 of the Company’s Registration Statement on Form S L filed Augusi 2,

2005).
4.11 Voting and Exchange Trust Agreement, dated as of December 20, 2005, among Emcrgcncy
Medical Services Corporation, Emergency Medical Services L.P. and Onex Corporation.*
412 Form of Indemnification Agreement (incorporated by reference to Exhibit ﬁ.lll of the Company’s
Amendment No. 4 1o Registration Statlement on Form S$-1 filed December 5, 2005).
4.13 Form of 10% Senior Subordinated Note due 2015 (included in Exhibit 4.6);
414 Notification of Guarantee, dated as of February 10, 2005, executed by the g,lua}anlors identified

therein (incorporated by reference to Exhibit 4.12 of the Company s Registration Statement on
Form S-4 filed October 11, 2005). |
I

|
9.1 Voting and Exchange Trust Agreement, dated as of December 20, 2005, among Emergency
Medical Services Corporation, Emergency Medical Services L.P. and Oncx Corporation (included
in Exhibit 4,11).* | .

101 Employment Agreement, dated December 6, 2004, between William A, Sahgér and Emergency
Medical Services Corporation (incorporated by reference to Exhibit 10.1 of the Company’s
Registration Statement on Form 8-1 filed August 2, 2003).
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10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

[
Employment Agreement, dated as of February 10, 2005, between Don §S. Ha.{-\rey and Emergency
Medical Services L.P., and assignment tc Emergency Medical Services Corporat.ton {(incorporated
by reference to Exhibit 10.2 of the Company’s Registration Statement on Form S-1 filed August 2,
2005).
l

Employment Agreement, dated as of February 10, 2005, between Randel G. Owen and Emergency
Medical Services L.P., and assignment to Emergency Medical Services Corpuranon {incorporated
by reference to Exhibit 10.3 of the Company’s Registration Statement on Form §-1 filed August 2,
2005}, P

Employment Agreement, dated as of February 10, 2005, between Todd Ztmmerman and
Emergency Medical Services L.P., and assignment to Emergency Medical Sethces Corporation
(incorporated by reference to Exhibit 10.4 of the Company’s Registration Statement on Form §-1
filed August 2, 2005). w

Employment Agreement, dated as of April 19, 2005, by and between Emergency Medical Services
L.P. and Dighton Packard, M.D.. and assignment to Emergency Medical Services Corporation
(incorporated by reference to Exhibit 10.5 of the Company’s Registration Statement on Form §-1
filed August 2, 2005).

Emergency Medical Services L.P. Equity Option Plan (incorporated by refe;rence to Exhibit 10.6
of the Company's Registration Statement on Form S-1 filed August 2, 2005) ¥

Emergency Medical Services L.P. Equity Purchase Plan (incorporated by reference to Exhibit 10.7
of the Company's Registration Statement on Form S-1 filed August 2, 2005).%+

Management Agreement, dated February 10, 2005, by and among Onex Partners Manager LP,
EMSC Management, Inc. (formerly known as AMR HoldCo, Inc.), Inc. and EmCare HoldCo, Inc.
(incorporated by reference to Exhibit 10.8 of the Company’s Registration Statemenl on Form S-1
filed August 2, 2005). ,

Purchase Agreement, dated January 27, 2005, among EMSC Management Inc. (formerly known
as AMR HoldCo, Inc.), EmCare HoldCo, Inc., the Registrant, the guarantors party thereto, Banc of
America LLC Securities and J.P. Morgan Securitics Inc. (incorporated by reference to

Exhibit 10.9 of the Company's Registration Statement on Form S-1 filed August 2, 2005).

Credit Agreement, dated as of February 10, 2005, among EMSC Managerr’tent. Inc. (formerly
known as AMR HoldCo, Inc.). EmCare HoldCo, Inc., Emergency Medical Services L.P., the
guarantors party thereto, Bank of America. N.A, and the other lenders party thereto (incorporated
by reference to Exhibit 10.10 of the Company's Registration Statement on Form S-1 filed
August 2, 2005).

Amendment No. 1, dated March 29, 2005, among EMSC Management, lnc (formerly known as
AMR HoldCo, In¢.), EmCare HoldCo, Emergency Medical Services L.P. Jthe guarantors and the
lenders party thereto, to the Credit Agreement dated as of February 10, 2005, among EMSC
Management, Inc. (formerly known as AMR HoldCo, Inc.), EmCare HoldCo, Inc., Emergency
Medical Services L.P., the guarantors party thereto, Bank of America, N.A. and the other lenders
party thereto (incorporated by reference to Exhibit 10.11 of the Company's Regtstrauon Statement
on Form $-1 filed August 2, 2005).

Securily Agreement, dated as of February 10, 2005, made by EMSC Management Inc. (formetly
known as AMR HoldCo, Inc.), EmCare HoldCo., Inc., the guarantors pany thereto, in favor of
Bank of America, N.A. (incorporated by reference to Exhibit 10.12 of the Company 5 Registration
Statement on Form S-1 filed August 2, 2005).

Assignment, dated as of December 20, 2005, by and among Emergency Medleal Services
Corporation, EMSC Management, Inc. and ClaimCo L.P.*
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Exhibit No. Description

10.14.1 Form of Employee Equity Option Agreement*
10.14.2 Form of Director Equity Option Agreement*

14.1 Code of Ethics.*

21.1 Subsidiaries of Emergency Medical Services L.P. and Emergency Medical S_erviceé Corporation. *

31.1 Centification of the Chief Executive Officer of Emergency Medical Services Corporation pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.* ‘

312 Certification of the Chief Executive Officer of Emergency Medical Services Corporation, as
general partner of Emergency Medical Services L.P. pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.* |

313 Certification of the Chief Financial Officer of Emergency Medical Services Corporation pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.*

|
314 Certification of the Chief Financial Officer of Emergency Medical Services Corporation, as

general partner of Emergency Medical Services L.P. pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.* '

321 Centification of the Chief Executive Officer and the Chief Financial Officer of Emergency
Medical Services Corporation pursuant 1o 18 U.S.C. Section 1330, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.* P

322 Centification of the Chief Executive Officer and the Chief Financial Officer of Emé:rgency
Medical Services Corporation, as general partner of Emergency Medical Services L.P. pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sal‘bam:s-Oxlc:y| Act of 2002.*

*  Filed with this Report :
**  ]dentifies each management compensation plan or arrangement o
| |
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'
1

To the Stockholders of '
Emergency Medical Services Corporalion: i

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of
operations and comprehensive income (loss), changes in equity and cash flows present fairly, in all material
respects, the financial position of Emergency Medical Services Corporation and its subsidiaries at December 31,
2005 and the results of their operations and their cash flows for the eleven-month period ended December 31,
2005, in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Company’s management. Qur responsibility is 1o express an
opinion on these financial statements based on our audits. We conducted our audits of these'statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
stalements are free of matenial misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial stalements, assessing the accounting principles'used and significant
estimates made by mapagement, and evaluating the overall financial statement presentation. We believe that our

audits provide a reasonable basis for our opinion. !

i
Report of Independent Registered Public Accounting Firm
f
|

Denver, Colorado

‘ |
PricewaterhouseCoopers LLP Il
February 23, 2006 !

!




Report of Independent Registered Public Accounting Firm

To.the Stockholders of American Medical Response, Inc. P
and EmCare Holdings, Inc.: |

In our opinion, the accompanying combined balance sheet {predecessor basis) and lhe related combined
statements of operations and comprehensive income (loss) (predecessor basis), changes in 'combined equity
(predecessor basis) and cash flows (predecessor basis) present fairly, in all material respects, the financial
position of American Medical Response, Inc. and its subsidiaries (“*AMR™) and EmCare Holdings, Inc. and its
subsidiaries (“EmCare”) (collectively, the “Company™) as of January 31, 2005 and the results of their operations
and changes in combined equity and cash flows for the five-month peried ended January 31,2005, for the year
ended August 31, 2004 and for the three-month period ended August 31, 2003, in conformity with accounting
principles generally accepted in the United States of America. These combined financial statements are the
responsibility of the AMR and EmCare management. Our responsibility is to express an oi)ir!ﬁ(m on these
financial statements based on our audits. We conducted our audits of these statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standifrds require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
malterial misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and stgmf icant estimates made
by management, and evaluating the overall financial staternent presentation. We believe that our audits provide a
reasonable basis for our opinion, \

Iy

As discussed in Note | to the combined financial statements, AMR and EmCare were wholly-owned
subsidiaries of Laidlaw International, Inc., previously Laidlaw, Inc. (“Laidlaw”). The United States Bankruptcy
Court for the Western District for New York confirmed Laidlaw's Third Amended Plan of Rearganization (the

“plan™ on February 27, 2003. Contirmation of the plan resulted in the discharge of all ClaImS against Laidlaw
that arose on or before June 28, 2001 and terminated all rights and interest of equity secunly holders as provided
for in the plan. The plan was implemented in June 2003 and Laidlaw emerged from bankrupicy. [n connection
with its emergence from bankruptcy, Laidlaw adopted fresh-start accounting and recorded fresh-start accounting
adjustments in the separate financial statements of AMR and EmCare on June 1, 2003. As a result, the
Company's post-emergence (predecessor basis) financial statements reflect a different bams of nccounting than
its pre-emergence (pre fresh-start predecessor basis) financial statements.

1
[
PricewaterhouseCoopers LLP : ‘
Denver, Colorado |
August 1, 2005, excepl as to the information disclosed in Note 22, as to which the date is October 7, 2005




Report of Independent Registered Public Accounting Firm

To the Stockholders of American Medical Response, Inc.
and EmCare Holdings, Inc.:

In our opinion, the accompanying combined statements of operations and comprehensive i 1ncome (loss) (pre
fresh-start predecessor basis), changes in combined equity (pre fresh-start predecessor basis) and cash flows (pre
fresh-start predecessor basis) present fairly, in all material respects, the results of operations and changes in
combined equity and cash flows of American Medical Response, Inc. and its subsidiaries (“AMR"™) and EmCare
Holdings, Inc. and its subsidiaries (“EmCare”) (collectively, the “Company") for the nine-month period ended
May 31, 2003, in conformity with accounting principles generally accepted in the United States ‘of America.
These combined financial statements are the responsibility of the AMR and EmCare management, Our
responsibility is 1o express an opinion on these financial statements based on our audits. We couducted our audits
of these statements in accordance with the standards of the Public Company Accounting Over51ght Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principtes used and
significant estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion. :

As discussed in Note 1 to the combined financial statements, AMR and EmCare were wholly -owned
subsidiaries of Laidlaw International, Inc., previously Laidlaw, Inc. (“Laidlaw”). The United States Bankruptcy
Court for the Western District for New York confirmed Laidlaw’s Third Amended Plan of Reorganization (the
“plan") on February 27, 2003. Confirmation of the plan resulted in the discharge of all claims against Laidlaw
that arose on or before June 28, 2001 and terminated all rights and interest of equity security holders as provided
for in the plan. The plan was implemented in June 2003 and Laidlaw emerged from bankruptcy: In connection
with its emergence from bankruptcy, Laidlaw adopted fresh-start accounting and recorded fresh-start accounting
adjustments in the separate financial statements of AMR and EmCare on June 1, 2003. As a rcsult the
Company’s post-emergence (predecessor basis) financial statements reflect a different basis of accoummg than
its pre-emergence (pre fresh-start predecessor basis) financial statements. |

1

PricewaterhouseCoopers LLP
I

Denver, Colorado

January 14, 2005, except as to the information disclosed in Note 22, as to which the date is October 7, 2005
|
b




Emergency Medical Services Corporation

Balance Sheets
(dollars in thousands)

Assels
Current assets:

Cashandcashequivalents ........... ... . ieiuiiiniianinienionnnn.
Restricted cashand cashequivalents . ........ ... oo,
Reéstricted marketable securities ... ... ... ot i e
Trade and other accounts receivable,net .............. oo iiiiiians.
Parts and supplies inventory . ... ... oot i e
Prepaids and other current assets . ...........c.covevvvn. s e
Current deferred 1aX assel8 . ... ottt iie it e

Total current 8SSetS . v v vt it e e e e e

Non-current assets:

Property, plant and equipment, nel . ......oiiii it e
Intangible assets, MBL ... ... .. i i i i i e
Non-current deferred tax BSSELS - - o o e e e e e
Restricted long-terminvestments .. ........... . it
GoodWill . .. . e e e
Other long-termassets ............. e

oAl 55808 o v vttt e e et

Liabilities and Equity
Current lhiabilities:

ACCOUNIS PAYADIE « .o o ittt e
Accrued liabilities ... ... . i e i e
Current portion of long-termdebt ............. ... .. il

Total current Jabilities ... ... . it i e

Long-termdebt . ... ... e
Other long-term liabilities . ... ... .. i i

Total iabilities . ........cvvitiiiererenens e e e

Commitments and contingencies (notes 7, 9 and 12)
Equity

Preferred stock (30.01 par value; 20,000,000 authorized 0 issued and
OULSIANAING) .« ..ot e e i e
Class A common stock ($0.01 par value; 100,000,000 authorized 9,247,200
issuedand outstanding} . ...... ... it i e
Class B commen stock (30.01 par value; 40,000,000 authorized 142,545 issued
and outstanding) .. .. ... . e e
Class B special voting stock ($0.01 par valtue; 1 authorized | issued and
OUISIANAING .. ... vt i e e
LP exchangeable units (32,107,500 issved and outstanding) ................
Additional paid-incapital ..., .. e e
Laidlaw payable .. ... ... e e
Laidlaw inVESIMEN ... ... ..ottt iiean et aetann
Retained €amings .. ...t in i i i e e e
Accumulated other comprehensive income (loss) ....... .. ... oo i

Tola) BQUILY ..t e e e e
Total liabilities and equity .......... .o iiiiiiiianer e naras

| Predecessor
Consolidated Combined
December 31, § Januvary 31,
| 2005 2005
1
$ 18,048 | § 14,631
| 12,017 9,846
1,657 2473
'411 184 | 369,767
j 18,449 18,499
| 30, 505 40,135
' 23,436 65,092
1515,296 520,443
| \
'138,037 128,766
' 78,183 16,075
'118,408 202,469
| 67,973 41,810
1251,168 —
[ 97,963 73,947
$1,267,028 | $983,510
$! 56,290 | $ 55818
;214481 171,645
6,664 5,846
277,435 | 233309
495,520 5,651
149,089 | 146,273
'922,044 385,233
. | |
1
- —
| "
{92 —_
! | .
1212,361 —
112,937 —
L — 202,042
! 356,550
I 20, 067 40,000
L (a74) (315)
| 344,984 598,277
$1,267,028 | $983,510

' . . . r
The accompanying notes are an integral part of these financial statements.
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Emergency Medical Services Corporation

Statements of Operations and Comprehensive Income (Loss)

Netrevenue .. ...........coievnnnen

Compensation and benefits ...........
Operating expenses . ................
Insurance expense ........... ...
Selling, general and administrative

EXPEMSES .. ..t
Laidlaw fees and compensation

charges
Depreciation and amortization

EXPENSE « . vveenn b
Restructoring charges ...............
Laidlaw reorganization costs

Income from operations .........
Interest expense
Realized (loss) gain on investments . . ..
Interest and other income . ...........
Fresh-start accounting adjustments .. ..
Loss on early debt extinguishment ... ..

Income before income taxes,
cumulative effect of a change in
accounting principle and equity
in earnings of unconsolidated
subsidiary

Income tax expense

Income (loss) before cumulative
effect of a change in accounting
principle and equity in earnings
of unconsolidated subsidiary ...

Cumulative effect of a change in
accounting principle ..............

Equity in earnings of unconsolidated
subsidiary

Net income (loss)
Other comprehensive income (loss), net
of tax:
Unrealized holding (losses) gains
during the period .. ...........

Comprehensive income (loss)

Basic net income per common share ...
Diluted net income per common
share ...
Average common shares outstanding,
basic
Average common shares outstanding,
diluted ...l

. : . I
The accompanying notes are an integral part of these financial statements.

(dollars in thousands)
, " | Pre Fresh
|
Consolidated Predecessor — Combined Cme;ﬁ::r
Eleven months Five months Twelve months Three months | Nine months
ended ended ended ended |, | ended
December 31, January 31, August 31, Augg(s'wl, May 31,
2005 004 3 | 2003
$ 1655485 | $696,179 1,604,598  $384,461 | $1,103,335
1,146,055 481,305  1,117.890 264,604 | 757,183
233,087 94,882 218,277 55,212 163,447
82,800 39,002 80,255 34,671 69,576
54,262 21,635 47,899 12.01;7 . 37,867
- 19,857 15,449 1,350 4,050
i .
54,143 18,808 52,739 12,560 32,144
1,781 — 2,115 1,449 1,288
- - _— _ 3,650
83,357 20,690 69.974 2,598 34,130
(47.813) (5,644) (9,961) (908) {4,691)
(164) _ (1,140) 90 —
1,040 714 240 22 304
— — — - 46,416
(2,040 - — — —
|
34,380 15,760 59,113 1,802 76,159
14,372) (6,278) (21,764) (8,633) (829)
T
i
. i
20,008 9,482 37,349 (6.831) 75,330
_ — - — | @372
59 — —~ “— —
20,067 9,482 37,349 6,831) | (148,391)
(474) (309) 1,184 (1,190) 603
$ 19593 | $ 9173 $ 38533 S (8,021) |$ (147,788)
$ 0.56 b
$ 0.55 ;
33,621,542 '
34,282,176 '
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Emergency Medical Services Corporation

Statements of Cash Flows o
(dollars in thousands) J .
s . Pre Fresh-Start
Predecessor — Combiped Predecessor
Consolidated Five Twelve Three Combined
Eleven months| months months moaths Nipe months
ended ended ended ended ended
December 31, | January 31, Augost 31, August3l, May 31,
2005 2005 2004 2003 2003
Cash Flows from Operating Activities .
Netincome (JOSS) . ... .o vii i eirar i ainsirirrrranes $ 20,067 § 5.482 § 37,349  § (6831 $(148,391)
Adjustments to reconcile net income (loss) to net cash provided ‘
by operating activilies: . o
Depreciation and amortization ., ..., ...ovin e iiiiniina, 56,227 18.808 53,957 12,775 32,359
(Gain) loss on dispesa) of property, plant and equipment . . ... (553) 145 {446) | (316) (349)
Stock COMPENSALION EXPENSE .. . ... .ovrvrrrnrurnennn. 2,780 —_ -— P —_—
Debt extinguishment expense . ..... ..o oveeoan.. 2,040 — -_— b= _—
Equity in earnings of unconsolidated subsidiary ............ (59) - — i —_
Cumulative effect of a change in accounting principle ’ i
L T s SRR — - — | — 223721
Non-cash Laidlaw allocated {income) expense ... .......... —_ — (4,505) i 1,522 3,058
Restructuring charges 1,781 —_ 2,115 , 1,449 1,288
Notes payable discount —_— 213 132 - 50 218
Loss (gain) on restricted investments . ............0o...., 164 197 1,140 | (90} —
Dreferred INCOME [BXES -« v vt me e cietre e rrnnnennns 14,270 6,278 21,899 | (8,421} —
Fresh-start accounting adjustments{note 1) . .............. —_ —_ -— [ (46,416)
Changes in operating assets/iabilities: !
Trade and other accountsreceivable ... ............... {36,617) {26,057) (23,764 | 1,522 (14,049
Parts and supplies invenory . ............coiaiiaiat 50 78 (1,133) [ 517 233
Prepaids and other currentassets ... ... ... ... heinn 6,900 (269) 5.892 3,700 (12,257
Accounts payable and accrued liabilities .. .............. © 34,456 3.046 12,322 l 3,553 (6,614)
Compliance and insurance accruals .. .......covveinn. 8,457 4,045 20,402 ' 12,520 31,312
Restructuring charges and acquisition accruals ,.......... —_ —_ 2681 . (907 (5.344)
Net cash provided by aperating activities .. ........... 109,963 15966 127619 | 30,009 58,769
Cash Flows from Investing Activities [
EMS LP purchase of AMR and EmCare .,...........oo et (828,775) — — - —
Purchase of property, plant and cquipment .. ................ 48933 .| (4045 @281 (18019 (34,768)
Purchase of BUSINESS ...ttt i e e naran o — (1,200) - P —_
Proceeds from sale ofbusiness . ................. L —_ 1,300 - | — _
Proceeds from sole of property, plant and equipment .......... 708 175 858 | 34 624
Purchase of restricted cash and investments ................. (64,128) (31,2571 64,357y (11,287 (66,266)
Procaeds from sale and maturity of restricted investments . ... .. 35972 35,960 46389 ! 12,530 36,748
Other investiRg AClIVILES .. ... ..o i (11,413) (79) 6814 | 11,359 (35.173)
Decrease {increase) in Laidlaw insurance deposits ... 0........ 6,940 (12.521) (28,433) -_— —
Net cash used in investing aclivities ................. (909,629) (21,667 (81,516) : (15,136) (98,83%)
Cash Flows from Financing Activities b
Borrowings under senior secured credit facility .. .......... .. 350,000 — _ —_ —
Proceeds from issuance of senior subordinatednotes ., ........ 250,000 —_ —_ ! —_ —
Borrowings under revelving credit fagility .................. 25,200 — - - and
Dbl ISSUE COSES . oo oot vetanirre et ey (18,330) — e —
EMS LP issuance of partnershipequity . ... ... ....oovoionns 222,655 — - — —
EMS LP partnership equily issuancecosts .................. (1,919) — - I = —
EMSC issuance of class A commonstock . .................. 113,400 — - - -
EMSC equity iSSDANCECOSIS ... vuviinrr e {9,329) — i —
Repayments of capilal lease obligations and otherdebt ........ (132,345) (3.992} (8709) | (1.851) (6,338)
Increase (decrease) inbank overdrafts ... ...l 3,751 5,866 4.54) 8,675 (815)
Advances from (payments o) Laidlaw .. ............... ..., —_ 8,982 (31,133) | (55.609) (3.141)
{Decrease) increase in other non-current liabilities . ........... —_ — (2,942) 1,563 2,234
Net cash provided by {used in) financing activities ..., .. 803,083 10,856 (47,328) I| (47,222) (8,060)
Change in cash and cash equivalents .. ..................... 3,417 5.155 {1,165)  (32,349) (48,126)
Cash and cash cquivalents, beginningof period . ............. 14,63} 9,476 10641 | 42,990 91,116
Cash and cash equivalemis, endof period ................... $ 18048 $14631 $ 9476 | §10.641 $ 4299
Cosh paid forimerest ... it e $ 13,307 § 488 $ 556 8 436 $ 1,605
Cosh paid for BXES ..o oot ve e et e $ 15550 5 — s - | 5 — b -

. . . 1
The accompanying notes are an integral part of these financial statements.
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Emergency Medical Services Corporation

Notes to Financial Statements
(dollars in thousands) X

1. General
Basis of Presentation of Financial Statements !

These financial statements have been prepared in accordance with accounting principles generally accepted
in the United States of America (“GAAP”) 10 reflect the consolidated financial position, results of operations and
cash flows of Emergency Medical Services Corporation ("EMSC” or the “Company”). The consolidated
financial statements of EMSC include those of its direct subsidiary, Emergency Medical Services, L.P.

("EMS LP™), a Delaware limited partnership (see note 2 “Summary of Significant Accounting Policies -~ Equity
Structure™). EMS LP acquired American Medical Response, Inc. and its subsidiaries (“AMR") and EmCare
Holdings Inc. and its subsidiaries (“EmCare™} from Laidlaw Intemnaticnal Inc. (“Laidlaw”) on Fcbruary 10, 2005
with an effective transaction date atler the close of business January 31, 2005. On December Zl 2005; the
Company effected a reorganization and issued class A common stock in an initial public offenng (see note 11
“Equity™). For comparative purposes, the Company has included the combined financial position, results of

operations and cash flows of AMR and EmCare for periods prior to and including January 31, P2005
(*‘Predecessor” or “Predecessor Company™). |

The purchase price for AMR and EmCare was $828.8 million, subject to working capital and other purchase
adjustments. To finance the acquisition, EMS LP entered into a new $450 million senior secured credit facility
and issued senjor subordinated notes for gross proceeds of $250 million (see note 7). EMS LPta]so issued
33.2 million (post-splity partnership units for $221 million. For this reason, the Predecessor fi nancnal statements
for petiods prior to February 1, 2005 may not be comparable to the financial statements for penods from and
mcludmg February 1, 2005. [

| |

The following table summarizes the estimated fair value of the assets acquired and ]iabilitie:s assumed at the
date of acquisition. -
I

CUTTENE ASSEIS . . oo ot e e et et e it it ettt st e ia i erans S| 504,816
Property, plant & equipment ... ... i e e | 128,620
Intangible @SSEIS .. ...t i e e e | ‘89,850
GOOAWIIL - . . et ettt e e e | 251,168
Other Iong-term a8SeIS . ..ottt e i vt it vran e e | 247,533
Total assels acquired ... .......... e 1,221,987
Current liabilities . . ...... S ' 245,144
Long-term debl .. ... ..t i ' 620,183
Other Jong-term liabilities . .......... ... .. o i . 137,781
Total liabilities assumed ... ... vt i e i e 1,003,108
Netassets acquired . ... ......ouriiiin e $; 218,879

Intangible assets include $0.6 million of radio frequency licenses, $0.3 million of covenanis not to compete
and $89.0 million for customer relationships. Covenants not to compete and customer relationships are subject to
amortization and have a wclghlcd average useful life of approximately 7 years,

The $251.2 million of goodwill has been assigned to AMR and EmCare in the amounts of $I28 2 million

and $123.0 million, respectively, based on sales agreements and valuations, and is not subject lo amortization.
EmCare goodwill is deductible for tax purposes. |

F-10
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Emergency Medical Services Corporation

Notes to Financial Statements — (Continued) | '
(dollars in thousands)

Pro forma net revenue, income from operations and net income (loss), when adjusted for the acquisition
described above, would be $696.2 million, $16.3 million and ($2.8) million, respectively, for the five months
ended Janvary 31, 2005, and $1,604.6 million, $66.8 million and $8.6 million, respecuvely. for the twelve
months ended August 31, 2004. | i

The Company operates in two segments, AMR in the Healthcare Transportation Servicie business and EmCare
in the Emergency Management Service business. AMR operates in 35 states, providing a full range of medical
transportation services from basic patient transit to the most advanced emergency care and pre-hospital assistance.
In addition, AMR operates emergency (911) call and response services for large and small communities all across
the United States, offers medical staff for large entertainment venues like stadiums and arenas,'and provides
telephone triage, transportation dispatch and deinand management services. EmCare providés outsourced business
services to hospitals primarily for emergency departments, related urgent care centers and for certain inpatient
departments for 323 hospitals in 40 states. EmCare recruits physicians, gathers their credentials, arranges contracts
for their services, assists in monitoring their performance and arranges their scheduling. In addition, EmCare assists
clients in such operational areas as staff coordination, quality assurance, departmental accred:tanon billing, record-

keeping, third-party payment programs, and other administrative services. |

The Predecessor had a fiscal year ending August 31. EMSC and EMS LP adopted a fiscal year ending
December 31. Accordingly, the financial statements presented herein include the eleven-month period beginning
on the effective date of acquisition and ending December 31, 2005, |

As previously teported, the Predecessor’s combined financial statements reflected anl adjustment to AMR’s
accounts receivable allowances, ranging from $39 million to $50 million, at various balance sheet dates prior to
May 31, 2003, The Company has determined that this adjustment may give rise to a claim against Laidlaw
International, Inc. and its subsidiary, Laidlaw Medical Holdings, inc., pursuant to the stock purchase agreement
between Laidlaw International, Inc., Laidlaw Medical Holdings, Inc. and EMSC, Inc. dated December 6, 2004.
Prior to the Company's initial public offering, the Company assigned any claims against 1 Laidlaw relating to this
matter to the persons who held its equity immediately prior to the oftering. In accordance with Accounting
Principles Board Opinion No. 29, Accounting for Nonmonetary Transactions, this assignment represented a
nonreciprocal transfer between the Company and its equityholders prior to the initial publlc .offering. The
Company was unable to determine the fair value of the transferred right within reasonable Im'uls accordingly, it
attributed no value to the assignment. : :

Chapter 11 Reorganization — Laidlaw , |

On June 28, 2001, Laidlaw and certain of its affiliates filed voluntary petitions for reorgamzahon under
Chapter 11 of the Bankrupicy Code. During the pendency of the Chapter 11 case, Laldlaw continued to operate
its businesses in accordance with the applicable provisions of the Bankruptcy Cede. Allhough subsidiaries of
Laidlaw, neither AMR nor EmCare filed for reorganization under Chapter 11 of the Bankruptcy Code.

Laidlaw emerged from bankruptcy protection during fiscal 2003, and on June 1, 2003 adupted Statement of
Position 90-7, “Financial Reporting by Entities in Reorganization Under the Bankruptcy Code" (SOP 90-7),
applying fresh-start accounting 10 its balance sheet as of the close of business on May 31; 2003. In accordance
with the principles of fresh-start accounting, Laidlaw determined the reorganization value of its individual
business units and adjusted their assets and liabilities to estimated fair values as of May 31, 2003. On May 31,
2003, Laidlaw applied “push-down"™ accounting and allocated to the Predecessor its share of reorganization value
aggregating $939.9 million, Reorganization value, as defined in SOP 90-7, is the amountl that approximates the
fair value of the assets of an entity before considering liabilities. The reorganization value allocated to the
Predecessor was based on the consideration of factors such as the industries in which the Pfedecessor operated,

F-11
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Enierge'ncy Medical Services Corporation

Notes to Financial Statements — (Continued) :
(dollars in thousands) .

the general economic conditions that impact the health care industry, and application of certain valuation
methods, including a discounted cash flow analysis, an analysis of comparable publicly traded company
multiples and a comparable acquisitions analysis. The net effect of all fresh-start accounung adjustments pushed
down to the Predecessor resulted in additional income of $46.4 million, which is reflected as an adjustment to the
financial results for the period from September 1, 2002 through May 31, 2003. The financial information
presented herein for periods prior to June 1, 2003 are referred to as “Pre Fresh-Start Predecessor.”

The effects of fresh-start reporting on the Predecessor’s combined balance sheet as of the close of business
on May 31, 2003 are as follows:

Pre Fresh-Start b,
Predecessor Fair Value Predecessor

Company Adjustments Company
Assets :
Current assets . _ C
Cash ..ot i e e $ 42990 — §42990
Restricted cash and cash equivalents ...................... .. L154 . — 1,154
Trade and other accounts receivable, net ................... 321,974 N 321,974
Parts and suppliesinventories .......... ... .. i 16,927 L = 16,927
Other CUITENE A58818 .. o v e ettt ne e e vr e eaneanesans 35,907 — 35,907
Currentdeferred tax assels .........cv e rinrernrnnennns — () , 72,493 72,493
Total CUTENT @SSEIS . .\ ot ve e it e i eieneaeantonsenns 418,952 I 72,493 491,445
Property, plant and eqUIPMEnt, HEE .. ... \v ' evnerrnnnrnnnnns. 130,212(a) + (4,683) 125,529
Intangible assels, Mel ..\ vr 't i e ) 230,222(b) . (79.,843) 150,379
Non-current deferred 1ax assels . .. e i v ir e e e e — (c) 4 73918 73,918
Restricted long-lerm investments — trust .. ........ovvvvnnenn.. 43,764 — 43,764
Otherlong-lerm assels ..., ....c.iiiiieiinininrianronnnne, 56,596 , L 56,596
TOtal A88BES . . ot o sttt e e $ 879746 . 61,885 $941,631
Liabilities and Combined Equity '
Current liabilities: - )
Accounts payable . ... ... ... $ 40156 & — % 40,156
Accrued liabilities ... ... ... .. i 140,777(d) - 1,000 141,777
Current portion of long-termdebt .. ............... ... ... 8,807 | — 8,807
Cuarrent liabilities ....... ... . .o it s 189,740 : 1,000 190,740
Long-termdebt ............... et e e e e 17,052 — 17,052
Other long-term liabilities . . ............ ... . i, 106,723(e) ; 14,469 121,192
Ligbiliies . .eveerienernreaeen e 313,515 ' 15469 328,984
Laidlaw payable ....... ... it 59,355(f) , 7,148 66,503
Laidlaw investment .. .........o it tieriaiieraanarneaes 3,419,470(f) (2,873,326) 546,144
Retained earnings (deficit) ....... ... ... i (2,913.313)(H) 2,913,313 —_
Comprehensive Income ... ... ... ..., 719() (719) —
Combined equity ................... e 566,231 | 46,416 612,647
Liabilities and combined equity .............. $ 879746 $ 61,885 $941,631

(a) Adjusts property, plant & equipment to reflect the fair value of the assets based on independent appraisals.

(b} Eliminates the Predecessor Company's historical goodwill, records identifiable intangible assets at estimated
fair value based upon independent appraisals and records the remaining reorganization value to goodwill.

(c) Records the net deferred income tax assets of the Predecessor. Lo
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Emergency Medical Services Corporation |

Notes to Financial Statements — (Continued)
{(dollars in thousands)

(d) Records the operating leases at their estimated fair value based on independent valuauons and the then
current borrowing rate of the Predecessor.
(e} Adjusts the Predecessor’s insurance reserves to their estimated fair value.
(f) Reflects the elimination of the accumulated deficit and comprehensive income and cstabhshcs the payable
account 10 Laidlaw.
|

I
X
i

The combined financial statements include the accounts of the Predecessor and Pre Fresh Start Predecessor
consolidated with all of their respective subsidiaries. All significant intracompany transacuons and balances are
eliminated. [

i N
I

2. Summary of Significant Accounting Policies

Combination

Consolidation

(I
The consolidated financial statements include EMSC, its subsidtary EMS LP, and EMS LP’s subsidiaries,
AMR and EmCare. Al significant intercompany transactions and balances have been elimjn;atcd.

Use of Estimates . I |

The preparation of financial statements requires management to make estimates and assumpuons relating to
the reporting of results of operations, financial condition and related disclosure of connngenl assets and liabilities
at the date of the financial statements. Actual results may differ from those estimates under different assumptions

or conditions. | 5
i
[

Cash and Cash Equivalents |

Cash and cash equivalents are composed of highly liquid investments with an ongmal malurlty of three
months or less and are recorded at market value. . : | |

At December 31, 2005 and January 31, 2005, bank overdrafts of $25.7 million and $22.0 million,
respectively, were included in accounts payable on the accompanying balance sheets. | |
Restricted Cash and Cash Equivalents _ :

Restricted cash and cash equivalents include short-term investments that are part of the portfolio of the
Company’s captive insurance arrangement. These investments are highly liquid and havc ongmal maturities of
three months or less. These assels are used to support the current portion of claim Ilﬂbl]lllebl under the caplive
arrangement. .

I
Restricted Marketable Securities 1| _

Marketable securities are pledged as collateral against the Company’s claim labilities under the captive
insurance arrangement, Restricted marketable securities are income-yielding securities lhat can be converted
readily into cash and include commercial paper, corporate and foreign notes and bonds, and U.S. Treasury and
agency obligations. Such secunities are stated at market value and are classified as avallablc-for-saic under
Financial Accounting Standards Board Statement of Financial Accounting Standards No 115, Accounting for
Certain Investments in Debt and Equity Securities (*SFAS No. 115"), with unrealized gams and losses reported,
net of tax, in other comprehensive income as a component of equity. . !
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Notes to Fin.ancial Statements — (Continued) !
(dollars in thousands) i

Trade and Other Accounts Receivable, net ) ‘

The Company determines its allowances based on payor reimbursement schedules, historical write-off
experience and other economic data. The allowances for contractual discounts and uncompcnsatcd care are
reviewed monthly. Account balances are charged off against the uncompensated care allowance »?fhcn itis
probable the receivable will not be recovered. Write-offs to the contractual allowance occur when payment is
received. The allowance for uncompensated care is telated principally 1o receivables recorded for self-pay

patients.
. Predecessor
December 31, | Janusry 3,
2005 \ 2005
Accounts receivable, net b
AMR .o $256,382 |! $229,798
EMCare . i e e e e 154.802 | 139,969
TOta] .o e e $411,184 | $369,767
Accounts receivable allowances
AMR ;
Allowance for contractual diSCOUNTS . ... .. viii iy $124,243 | $126,77]
Allowance for uncompensated care ......... ... 128,021 || 124,699
Total .oovvvrenrnnnn. SR $252,264 | $251.470
EmCare .
Allowance for contractual discounts ............covvivenirnernn.ns $345,959 $188.092
Allowance for uncompensated ¢are . ...........oointiiniiariiians 208,753 |, 556,605
X ) E $554,712 | $744,697

| )

The increase in the allowances and provisions for contractual discounts and uncompensated carc is primarily
a result of increases in the Company’s gross fee-for-service rate schedules. These gross fee schcdulcs including
any changes to existing fee schedules, generally are negotiated with various contracting entities, including
municipalities and facilities. Fee schedule increases are billed for all revenue sources and to all payors under that
specific contract; however, reimbursement in the case of certain state and federal payors, including Medicare and
Medicaid, will not change as a result of the contract change. In certain cases, this results in a highér level of
contractual and uncompensated care provisions and allowances, requiring a higher percentage of contractual
discount and uncompensated care provisions compared to gross charges. During the eleven mom.h period ended
December 31, 2005, we reviewed and updated our reserve estimate which resulted in increased contractual
discount allowances and decreased uncompensated care allowances at our EmCare segment, with no impact to
net revente or net income. In addition, at January 31, 2005, the allowance for uncompensated care at EmCare
included accounts that had been sent to collection agencies and were listed as delinquent within the billing
system. These accounts were fully reserved and totaled $254.2 million. During the eleven months ended
December 31, 20085, the Company wrole off these balances with no impact on net income. :

Paris and Supplies Inventory

Parts and supplies inventory is valued at cost, determined on a first-in, first-out basis. Durable medical
supplies, including stretchers, oximeters and other miscellaneous items, are capitalized as mvcnlory and
expensed as used.
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Property, Plant and Equipment, net

Property, plant and equipment were reflected at their estimated fair valve as part of lerchase accounting as
of February 1, 2005. Additions to property, plant and equipment subsequent o this date are recorded at cost.
Maintenance and repairs that do not extend the useful life of the property are charged 1o expense as incurred,
Gains and losses from dispositions of property, plant and equipment are recorded in the period incurred.
Depreciation of property, plant and equipment is provided substantially on a straight-line ba51s over their
estimated useful lives, which are as follows:

l

Buildings ........ccoiiiiiiiiiiiiie e 35 to 40 years . !

Leaschold improvements.................... Shorter of expected life or hfc of lease
Vehicles .. ... s 5 to 7 years f i
Computer hardware and software ............. 310 5 years ;

Other ...t 3to 10 years | I

Pre Fresh-Start Predecessor Goodwill |

The Pre Fresh-Start Predecessor adopted SFAS No. 142, Goodwill and Other lmang:blc Assets on
September §, 2002. SFAS No. 142 requires that any goodwill recorded in connection wnh an acquisition
consummated on or after July {, 2001 not be amortized, and instead requires a periodic assc55mcnl of
recoverability utilizing a fair value measurement. In connection with the adoption of this slandard the Pre Fresh-
Start Predecessor impaired $223.7 million of goodwﬂl which is included in the accompanying financial
statements for the nine months ended May 31, 2003 as a cumulative effect of a change m'accounlmg principle.
Recording this change had no tax-related benefit or expense. }

Goodwill l I

The acquisition of AMR and EmCare by EMS LP resulled in $251.2 million of goodwnll which has been
assigned 1o AMR and EmCare, which are considered the Company's reporting units for ﬁurposes of
SFAS No. 142. I

!

SFAS No. 142 requires the Company to compare the fair value of the reporting unitito its carrying amount
on an annual basis to determine if there is potential goodwill impairment. If the fair value of the reporting unit is
less than its carrying value, an impairment loss is recorded to the extent that the fair value of the goodwill within
the reporting unit is less than its carrying value. i

The Company uses an external valuation group to determine the fair value of its opcmung units. The
external valuation group uses a present value technique, corroborated by market muluplcs when available and as
appropriate, for each of the reporting units. We will perform our annual goodw1ll lmpalrmcm assessment during
the third quarter each year. |

| 1
Impairment of Long-lived Assets other than Goodwill and Other Def’ nite Lived Intang:bles

Long-lived assels other than goodwill and other definite lived intangibles are asscsv.ed for impairment
whenever events or changes in circumstances indicate that the carrying value may not bc recoverable. Important
factors which could trigger impairment review include significant underpertormance relanve 1o historical or
projected future operating results, significant changes in the use of the acquired assels or the strategy for the
overall business, and significant negative industry or economic trends. If indicators of 1mpamncm are present,
management evaluates the carrying value of long-lived assets other than goodwill and other definite lived
intangibles in relation to the projection of future undiscounted cash flows of the underlymg business. Projected
cash flows are based on historical results adjusted 1o reflect management’s best estimate of future market and
operating conditions, which may differ from actual cash fiows. [

]
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Notes to Financial Statements — (Continued)
(dollars in thousands)

)

i
Contract Value :

At December 31, 2005, the Company’s contracts and customer relationships, recorded at estimated fair

value as part of purchase accounting effective February 1, 2005, represent the amortized value of such assets held
by the Company. These assets are amortized on a straight-line basis over the average length of the contracts and
expected contract renewal period, and range from 3 1o 8 years depending on the type of contract ‘and customer
relationship.

As a part of fresh-start push-down accounting, the Predecessor recorded a contract value mtl.anglble asset
which was amortized on a straight-line basis over the average length of the contracts and cxpectt?d Tenewal period
of 10 years. In accordance with the provisions of fresh-start accounting, the reversal of the income tax valuation

allowance resulted in a reduction in certain contract assets at August 31, 2004 (note 5 “Income 'I;axcs“).
|

P

Radio Frequencies

The radio frequency licenses total $601 at December 31, 2005 and were recorded at estimated fair value as
part of purchase accounting effective February 1, 2005. These assets are considered to be- mdefanc lived
intangible assets and as such are not amortized but are reviewed for impairment on an annual basis.

I

The radio frequency licenses recorded as part of fresh-start push-down accounting were also indefinite lived
intangible assets and were not amortized. In accordance with the provisions of fresh-start accounung, the reversal
of the income 1ax valuation allowance resulted in the radio frequency asset being reduced to zcro at August 31,
2004 (note 5). |

|

t

'

Restricted long-term investments include investments that are part of the portfolio of the Company's captive
insurance subsidiary. In accordance with SFAS No. 115 Accounting for Certain Invesiments in Debt and Equity
Securities, the Company determines the classification of securities as held-1o-maturity or available-for-sale at the
time of purchase and re-evaluates such designation at each balance sheet date. Securities are classified as
held-to-maturity when the Company has the positive intent and ability to hold securities to maturity.
Held-to-maturity securities are stated at cost, adjusted for amortization of premiums and discounts to maturity.
Investments not classified as held-to-maturity are classified as available-for-sale. Available-for- s'alc securities are
carried at fair valué, with unrealized gains and losses reported as a separate component of cquny The cost of
securities sold is based on the specific identification method. Restricted long-term investments al Dccember 3L

2005 and January 31, 2005 were available-for-sale. |
! .

Restricted Long-Term Investments

These investments are used to suppott the Company’s self-insurance program. The investments are

comprised principally of government securities and investment grade debt securities, b
. Ut |

Claims Liability and Professional Liability Reserves ,

We are self-insured up 10 certain limits for costs assocnatcd with workers compcnsauon clmims automobile, :
professional liability claims and general business liabilities. Reserves are established for estimates of the loss that
we will ultimately incur on claims that have been reported but not paid and claims that have been incurred but {
not reported. These reserves are based upon actuarial valuations that are prepared by our outside'actuaries. The

actuarial valuations consider a number of factors, including historical claim payment patterns and changes in case [
reserves, the assumed rate of increase in healthcare costs and property damage repairs. Historical experience and ;

]
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Notes to Finaacial Statements — (Continued) ]
(dollars in thousands) P
i

recent trends in the historical experience are the most significant factors in the dctcrmmaml)n of these reserves.
We believe the use of actuarial methods to account for these reserves provides a ccmsnstcnt and effective way to
measure these subjective accruals. However, given the magnitude of the claims involved and the length of time
until the vltirmate cost is known, the use of any estimation technique in this area is inherently sensitive.
Accordingly, our recorded reserves could differ from our ultimate costs related to these claims due to changes in
our accident reporting, claims payment and setllement practices or claims reserve pracnccs as well as differences
between assumed and future cost increases. Accrued unpaid claims and expenses that are cxpectcd to be paid
within the next twelve months are classified as current liabilities. All other accrued unpa.ld claims and expenses
are classified as non-current liabilities.

{ .
Other Long-Term Liabilities ;

Long-term portions of insurance reserves and other liabilities are classified as other long-term liabilities.

|

Equity Structure : ’
The Company is the general pattner of EMS LP and holds 22.7% of the equity mlerestsim EMS LP.

LP exchangeable units, held by persons affiliated with the Company's principal equity holder, represent the

balance of the EMS LP equity. The LP exchangeable units are exchangeable at any time, at the option of the

holder, for shares of the Company’s class B common stock on a one-for-one basis. The holders of the LP

exchangeable units have the right to vote, through the trustee holder of the Company’s class B special voling

stack, at all stockholder meetings at which holders of the Company’s class B common stock or class B special

voting stock are entitled to vote. [ |

|

In the EMS LP partnership agreement, the Company has agreed to maintain the economic equivalency of |
the LP exchangeable units and the class B common stock, and the holders of the LP cxchangeable units have no |
genetal voting rights. The LP exchangeable units, when considered with the class B spcmal voting stock, have
the same rights, privileges and characteristics of the Company's class B common stock. T‘he ILP exchangeable
units are intended to be economically equivalent to the class B common stock of the Company in that the LP
exchangeable units carry the right to vote (by virtue of the class B special voting stock) with the holders of class .
B common stock as if one class, and entitle Holders (o receive distributions only if the equivalent dividends are :
declared on the Company’s class B common stock. Accordingly, the Company accounts for the LP exchangeable
units as if the LP exchangeable units were shares of its common stock, including reporting the LP exchangeable
units in the equity section of the Company's balance sheet and including the number of oulslandmg LP
exchangeable units in both its basic and diluted earnings per share calculations. :
Contractual Arrangements '

EmCare structures its contractval arrangements for emergency department managcmem services in various
ways. In most states, & wholly-owned subsidiary of EmCare ("EmCare Subsidiary”) conl.rac:ts with hespitals to
provide emergency department management services. The EmCare Subsidiary enters into an agreement
(“PA Management Agreement”) with a professional association or professional corporation (“PA™), whereby the
EmCare Subsidiary provides the PA with management services, and the PA agrees 10 provide physician services
for the hospital contract. The PA employs physicians directly or subcontracts with another entity for the
physician services. In certain states, the PA contracts directly with the hospital, but provndes physician services
and obtains management services in the same manner as described above. In all arrangements, decisions
regarding patient care are made exclusively by the physicians. In consideration for these services, the EmCare
Subsidiary receives a monthly fee that may be adjusted from time to time 10 reflect industry practice, business

—
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I

conditions, and actual expenses for administrative costs and uncollectible accounts. In most states these fees

approximate the excess of the PA’s revenues over jts expenses, :

Each PA is wholly-owned by a physician who enters into a Stock Transfer and Option lAgrecmenl with
EmCare. This agreement gives EmCare the right 1o replace the physician owner with another physician in
accordance with the terms of the agreement.

I

Historically, EmCare had determined that these management contracts met Emerging Issues Task Force
97-2, Application of FASB Statement No. 9¢ and APB Opinion No. 16 to Physician Practice Entities,
requirements for consolidation, Upon adeption of FIN 46(R), Cunsolidation of Variable Inferest Entities, the
Company concluded that these management contracts resulted in a variable interest in the PAs and that the
Company is the primary beneficiary. Accordingly, the consolidated financial statements of EmCare and these
financial statements include the accounts of EmCare and its subsidiaries and the PAs. The financial statements of
the PAs are consolidated with EmCare and its subsidiaries because EmCare has ultimate control over the assets
and business operations of the PAs as described above. Notwithstanding the lack of technical majority
ownership, consolidation of the PAs is necessary to present fairly the financial position and results of operations
of EmCare because of the existence of a control relationship by means other than record ov'vnership of the PAs'
voting stock. Control of a PA by EmCare is perpetual and other than temporary because EmCare may replace the
physician owner of the PA at any time and thereby continue EmCare’s relationship with the PA.

i

Financial Instruments and Concentration of Credit Risk ,

The Company's cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities (other
than current portion of self-insurance estimates), long-term debt and long-term liabilities (other than self-
insurance estimates) constitute financial instruments. Based on management’s estimates, the carrying value of the
Company's cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities (other than
current portion of self-insurance estimates), and long-term liabilities {other than self-insurande estimates and
debt) approximates their fair value as of December 31, 2005 and January 31, 2005. Concentration of credit risks
in accounts receivable is limited, due 1o the large number of customers comprising the Company's customer base
throughout the United States. A significant component of the Company’s revenue is derived from Medicare and
Medicaid. Given that these are government programs, the credit risk for these customers is considered low. The
Company performs ongoing credit evaluations of jts other customers, but does not require collateral 1o support
customer accounts receivable. The Company establishes an allowance for uncompensated care based on the
credit risk applicable to particular customers, historical trends and other relevant information. For each of the
periods presented, the Company derived approximately 31% of its net revenue trom Medicare and Medicaid,
65% from insurance providers and contracted payors, and 4% directly from patients. ;
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I

i

| |
Revenue Recognition !
f

Revenue is recognized at the time of service and is recorded net of provisions for conlraclual discounts and

estimated uncompensated care. Provisions for contractual discounts and estimated uncumpensated care by
segment, as a percentage of gross revenue, are as follows (see “Trade and Other Accounts Reccwable net” i
note 2 for further discussion of the change in our EmCare segment): |

Cor;:s;l:(el:wd Predecessor — Combined | Pnhzdremﬂ
Months Five Months Year Three Months Nine Months
Ended Ended Ended Ended | | Ended
Decemnber 3, Janvary 31, August 31, Auvgust 31, May 31,
2008 2005 2004 2003 | 2003
AMR L
GrOSS IEVENUE . . .. .o'veeeernnenn. 100% 100%  100% 100%' 100%
Provision fot contractual discounts ... .. 37% 35% 1% . 0% ! 30%
Provision for uncompensated care ... ... 14% 14% 14% 16% ! ! 15%
EmCare |
Grossrevenue .. ....ovvvenvnronnn. 100% 100% 100% 100% | 100%
Provision for contractual discounts ... .. 49% 42% 1% 40% \ 40%
Provision for uncompensated care .. .. .. 20% 25% 24% 24% i | 23%
Total |
GroSSrevenUE . ..o v v e vnnennesnsss 100% 100% 100% 100% - 100%
Provision for contractual discounts ... .. 43% 9% 17% 35% 34%
Provision for uncompensated care . ... ., 17% 19% 18% 9% 18%

|
Healthcare reimbursement is complex and may involve lengthy delays. Third-party payors: are continuing
their efforts to control expenditures for healthcare, including proposals to revise reimbursement policies. The
Company has from time to time exper:enccd delays in reimbursement from third-party payors. ]n addition, third-
party payors may disallow, in whole or in part, claims for reimbursement based on dclerm!.nanons that certain
amounts are not reimbursable under plan coverage, determinations of medical necessity, or the need for
additional information. Laws and regulations governing the Medicare and Medicaid programs are!very complex
and subject to interpretation. As a result, there is a reasonable possibitity that recorded esumate§ will change
materially in the short-term, Retroactive adjustments may change the amounts realized from third- -party payors
and are considered in the recognition of revenve on an estimated basis in the period the related servnces are
rendered. Such amounts are adjusted in future periods, as adjustments become known. |
|
Subsidies and fees in connection with community contracts are recognized ratably over lhe semce period
the payment covers. i |

The Company also provides services to patients who have no insurance or other third- pany payor coverage.

- In certain circumstances, federal law requires providers to render services to any patient who requlres emergency

care regardless of their ability to pay. |

|
Income Taxes | :
The Company accounts for income taxes under SFAS No. 109, Accounting for Income Taxes Deferred
income taxes reflect the impact of temporary differences between the reported amounts of assets and liabilities
for financial reporting purposes and such amounts as measured by tax laws and regulations. The deferred tax

. | . l
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assets and liabilities represent the future tax return consequences of those differences, whic$ will either be
taxable or deductible when the assets and liabilities are recovered or settled. A valuation allowance is provided
for deferred tax assets when management concludes it is more likely than not that some portion of the deferred
tax assets will not be recognized. The respective tax authorities, in the normal course, audit previous tax filings.
It is not possible at this time to predict the final outcome of these audits or establish a rcasopable estimate of

possible additional taxes owing, if any. |
|

In connection with the acquisition of AMR and EmCare, the Company made a section:338(h)(10) election
for EmCare which eliminated $67 million of deferred tax assets and stepped-up the tax basis of EmCare’s assets
to fair value. Differences between book and tax depreciation and amortization for these asséts will create future
deferred tax assets or liabilities. !

AMR and EmCare are owned by a partnership, EMS LP, und therefore are required to:ﬁlc two separate
consolidated tax returns. The disclosed tax amounts relate to the income taxes of these.two corporate
conso]idatqd groups combined. I

AMR and EmCare were included in the consolidated U.S. income tax retumn with other Laidiaw
U.S. subsidiaries prior to February 1, 2005. The tax allocation agreement calculated tax liability on a separate
company basis and provided for reimbursement or payment for utilization of carryovers among members of the
group. Consequently, AMR and EmCare only received the benefits of net operating loss and interest
carryforwards to the extent utilized in Laidlaw's consolidated return.

Net Income Per Common Share ' |

The consolidated financial statements include “basic™ and “diluted” per share information. Basic per share
information is calculated by dividing net income available to stockholders by the weighted'average number of
shares outstanding. Diluted per share information is calculated by also considering the impact of potential
common stock on both net income and the weighted average number of shares outstanding: The weighted
average number of shares used in the basic eamings per share computation was 33.6 rmlhon for the eleven
months ended December 31, 2005. The only difference in the computation of basic and diluted earnings per share

is the inclusion of 0.7 million potential common shares (note 16).
[

Stock options

The Company records the expense of stock option awards over the period in which lhe options vest,
consistent with the provisions of SFAS No. 123, Accounting for Stock-Based Comgaemauon which the Company
adopted on February 1, 2005. The stock options are valued using the Black-Scholes valuation method on the date

of grant. |

Recent Accounting Pronouncements ’ [

In December 2004, the Financial Accounting Standards Board (“FASB") issued Statement No. 123 (revised
2004), Share-Based Payment. This Statement is a revision of FASB Statement No. 123, Accounting for Siock-
Buased Compensation and is effective as of the beginning of the first interim or annual reporting period that
begins after June 15, 2005. The Statement requires public companies to measure the cost of employee services
received in exchange for an award of equity instruments based on the grant-date fair value of the award. The
Company wil] use the prospective transition method upon adoption of this Standard on Janua.ry 1. 2006. As of
December 31, 20085, none of the options have been exercised and therefore there is no windfall tax pool. The
adoption of this Statement is not expected to have a material impact on the Company's financial statements.
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3. Property, Plant and Equipment, net

Property, plant and equipment, net consisted of the following at December 31, 2005 and iJ

Land . ..o i e e PP
Building and leasehold improvements , ... ..o iieen..
Vehicles .......... e e
Computer hardware and software ........................
0 {7

Less: accumulated depreciation . ........... ..o o

Property, plant and equipment,net .......... ... .00

........

........

anuary 31, 2005:
i i Predecessor
CmnolidaledL Combined
December 31, January 31,
2005 | 2005

$ 2,079 $ 2,079
11,665 ! 14,293
87,082 91,114
33,444 42,006
46,525 | 46,891
180,795 196,383

(42,758) (67,617)
$138,037| $128,766

. |
Vehicles include certain vehicles held under capital leases with a net book value of $7.2/million and

$11.7 million at December 31, 2005 and January 31, 2005, respectively. Accumulated depreciation and
amortization at December 31, 2005 and January 31, 2005 includes $4.6 million and $8.4 million, respectively,
relating to such vehicles. There were no write downs related to software during the periods presented.
Depreciation expense was $42.5 million for the eleven months ended December 31, 2005, $18.0 million for the
five months ended January 31, 2005, $43.2 million for the year ended August 31, 2004, $10.2 miltion for the
three months ended August 31, 2003 and $32.2 million for the nine months ended May 31, 2(|)0|3

4. Intangible Assets, net and Goodwill

Intangible assets, net consisted of the following at December 31, 2005 and January 31, 2005:

t

i Predecessor
Consolidated ' Combioed
December 31, 2005 January 31, 2005
Gross Carrying  Accumulated Gross Carrylng  Accumulated
Amount Amortization Amount Amortization
- Amortized intangible assets co
Contractvalue ........c..cvivernirennnn $88,975 $(11,594) $22,544 $(6,708)
Covenantnottocompete ................. 274 (72) , 250 (1)
xR $89,249 $(11,666) $22,794 $(6,719)
Unamortized intangible assets
Radio frequencies . .. ............. ... ..., 601 — Ft —
10 $89.850  $(11,666) $22,794 $(6,719)
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Amortization expense of intangible assets was $11.7 million for the eleven months cndt::d December 31,
2005, $0.8 million for the five months ended January 31, 2005, $9.5 million for the year ended August 31, 2004,
$2.4 million for the three months ended August 31, 2003 and $0 for the nine months ended May 31, 2003. As a
result of the reversal of the separate company tax valuation aliowance as of August 31, 2004 under fresh-start
accounting, AMR reduced its intangible assets to zero and EmCare reduced its intangible asscts to $15.8 million.
Estimated annual amortization over each of the next five years is expected to be:

|
For year ended December 31,2006 ... ...t iiiiviniinii i f 812,700
i

For yearended December 31,2007 ... ......coiiviiuiinnraeniinineiecnns | . 12,400
For year ended December 31,2008 .. ...... ... ... i ' 12,400
For year ended December 31, 2009 ... ... ... ovureueeerineeeaeiinieieinns | * 12,000
For year ended December 31,2010 . ... ..vvvniiininicr o eianiaananns I 9,400
b
The changes in carrying amount of goodwill for the eleven months ended December 31, 2005 are as
follows: t
Emergencf
Healthcare Managemem
Transportation Services Total
Balance as of January 31,2005 ................. . 8 — $ +=! § —
Goodwill assigned during year ...................... 128,222 122,‘)‘46 251,168
Impairment JoSSeS . ... v vvv vt — _ —_
Balance as of December 31,2005 .................... $128,222 $122946  $251,168

K
5. Income Taxes | i
Deferred income taxes reflect the net tax effects of temporary differences between the cj:afrying amounts of
assets and liabilities for financial reporting purposes and the amounts used tor income tax purposes. Significant
components of the Company’s deferred taxes were as follows at December 31, 2005 and January 31, 2005:
‘ - Predecessor

Consolidated Combined
December 31, | Jaouary 31,
2005

2005 i
Deferred tax assets: '
Accountsreceivable ... .. e e e $ 7.036 | § 38,817
Accrued liabilities . ...... ... e . 58,438 58,508
IMangible @s5ets ..\ vvve e i e (296) 42,732
Interestcarryforwards .. ...t 70,820 84,590
Creditcarryforwards .. ......cooviv i i i 102! —
Net operating loss carryforwards ... oo 16,837 54,565
152937 | 279212
Deferred tax liabilities: '
Excess of tax over book depreciation . ................ .. L. (11,093) (11,651)
Net deferred taX aSS6LS « ...« enonenneerranaartiennetieiean . 3141844 | 3267561

The Company has significant net deferred tax assets resulting from net operating loss (“NOL“) and interest
deduction carryforwards and other deductible temporary differences that will reduce Laxablc income in future
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periods. SFAS No. 109 Accounting for Income Taxes requires that a valuation allowance be established when it is
“more likely than not™ that all, or a portion, of net deferred tax assets will not be realized. A review of all
available positive and negative evidence needs to be considered, including expected reversals of s:gmflcant
deductible temporary differences, a company’s recent financial performance, the market environment in which a
company operates, tax planning strategies and the length of NOL and interest deduction carryforward periods.
Furthermore, the weight given to the potential effect of negative and positive evidence should be commensurale
with the extent to which it can be objectively verified. :

At the fresh-start accounting date, May 31, 2003, the Company recorded a valuation allo!wance of
$156.0 million, based on the criteria required under SFAS No. 109 discussed above, Durmg fiscal 2004, write-
offs of net operating loss carryforwards and realization of other assets reduced the valuation allowance by
$48.2 million. As a result of the Company's improved financial performance during fiscal 2004, management
reduced the deferred tax valuation allowance by an additional $107.8 million during the ycé:r ended Auvgust 31,
2004, As required under fresh-start accounting, this change also resulted in a redtuction in ilntangible assets and
goodwill and an increase in Laidlaw equity of AMR.

The Company has interest carryovers of $186 million at December 31, 2005 limited bly Internal Revenue
Code Section 163(j) without expiration, and federal net operating loss carryforwards of $44 million which expire
in the years 2006 to 2020. $38 million of net operating loss carryforwards are subject to AMR s annual
Section 382 limitation of $938 thousand and the annual limitation allocated from Laidlaw of $5 million.

The Company has recorded an income tax receivable of $15.6 million as of December 31 2005 relating to
over-payments of estimated quarterly taxes. This receivable is included in trade and other accounts receivable,
net on the accompanying balance sheet. ~

I

| |
The components of income tax benefit (expense) were as follows: b
b

i

]

Pnpr:'dmh-Starl
[
Predecessor — Combined | : Comm:‘:lr
Eleven Months | Five Months Year Three Months Nine Months
Ended Ended Ended Ended Ended
December 31, | Janvary 31, Aungust 31, August 31, May 3,
2005 2005 2004 2003 2003
Current tax expense |
State ... e e e s $ - $ — $ 559 $ 1(162) $829
Federal ........ccoivei i, 102 —_ (694) 17,216 —_
Total o oot 102 - (135) 17,054 829
Deferred tax expense i
State ... e e 1,134 762 2,496 , (76) —
Federal ... ... ciiiiiiiinieinnns 13,136 5,516 19,403 (8 3145) —
Total , ... ... i 14,270 6,278 2},899 (8.42 [} —
| Total tax expense : _
StatE .. i e e 1,134 762 3,055 l (238) 829
13,238 5,516 18,709 8,871 -—
$14,372 $6278  $21,764  § 8,633 $829

I ]
I
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A reconciliation of the provision (benefit) for income taxes at the federal statutory rate |compan:d o the
Company's effective tax rate is as follows: |

Pre Fresh-Start
Predecessor -— Combined Predecessor
Consolidated ‘ Corobined
Eleven Months | Five Months Year Three Months | Nine Months
Ended Ended Ended * Ended Ended
December 3%, | Jaouary 3k, August 31, August 31, May 31,
2008 2005 2003 2003

Income 1ax expense (benefit) at the I
SAMMOTY TAle ... ovevrinraran.s L. $12,033 $5516  $20,690 $ 631 $ 26,656

Increase (decrease) in income taxes
resulting from:

State taxes, netof federal .......... 1,182 495 1,986 (;55) 539
Fresh-start accounting adjustments . . . — —_ —_ — (16,246)
Laidlaw allocations . .............. — - (L.57D 7,990 (2,826}
Change in valuation allowance ...... — —_ —_ — (7,607}
Other ... i 1,157 267 665 167 313
Provision for income taxes . .. .. $14,372 $6,278  $21.764  $8,633 $ 829
s
6. Accrued Liabilities :
Accrued liabilities were as follows at December 31, 2005 and January 31, 2005:
b Predecessor
Consolidated Combined
December 31, | | January 31,
‘ 2005 | 2003
Accrued wages and benefils .. .....o. it i e $ 61,646 $ 58,577
Accrued paid time-off ....... ... ... i e 21,673 20.141
Current portion of self-insurancereserve - .. ......... ... .. i 58,379 41,283
Accrued reStruCturiRE . ... ..ot e e 1,732 1,118
Current portion of compliance andlegal ................. ... ..., 14,244 3,607
Accrued billing and collectionfees . ......... ... i, 4,176 3,522
Accrued profitsharing ................... e 10,260 23,292
Accrued Inlerest ... . i et 12,335 —
10111 30,036 20,105
Total accrued Habilities ... ........ooveeeereeieriiieneenn. $214,48] $171,645
T
I .
7. Debt ‘

On February 10, 2005, the Cdmpany issued $250,000 of senior subordinated unsecured noles and executed a
$450,000 Senior Secured Credit Facility (“Credit Facility”') agreement.

The senior subordinated notes have a fixed interest rate of 10%, payable semi-annually:, mature in February
2015 and contain various customary operating and financial covenants. The senior subordinated notes are general
unsecured obligations of the issuers, AMR HoldCo, Inc. and EmCare HoldCo, In¢., and are guaranteed by
EMSC, EMS LP and each of EMSC’s domestic subsidiaries.
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The Credit Facility consists of a $350,000 senior secured term loan and a $100,000 serlnic;r secured revolving
credit facility commitment, each collateralized by a pledge of 100% of the capital stock of the Company and its
direct and indirect domestic subsidiaries, 65% of the capital stock of any direct foreign sub;';idiarics and an
interest in substantially all tangible and intangible assets of EMS LP and its subsidiaries. The term loan matures
in February 2012 and requires quarterly principal payments of $875 commencing May 2005 The revolving
facility, which is limited by outstanding letter of credit obligations, requires principal and lnlcrcsl to be paid at
maturity in February 2011. The revolving facility is also subject to an annual commitment l1‘1:1: of 0.5% on
unutilized commitments. Under the terms of the agreement, the Company may select between various interest
rate arrangements based on LIBOR or the Prime Rate plus additional basis points ranging from 2.0% to 3.0%,
determined by reference to a leverage ratio. At December 31, 2005, net of letters of credit utstanding of $27.3
million, the maximum available under the revolving credit facility was $72.7 million. There were no borrowings
under the revolving facility at December 31, 2005, i '

The Credit Facility agreement contains various customary operating and financial co'.!enants The more
resirictive of these covenants limit the Company and its subsidiaries’ ability to create l1cns on assets; make
certain investments, loans, guarantees or advances; incur additional indebtedness or issue capltal stock; engage in
mergers, acquisitions or consolidations; dispose of assets; pay dividends, repurchase equny ibterest or make other
restricted payments; change the business conducted by the Company; engage in transactions with affiliates; and
repay certain indebtedness, including the senior unsecured notes, or amend or otherwise mloc!1fy agreements
goveming the subordinated indebtedness. The financial maintenance covenants establish a maximum leverage
ratio, a maximum senior leverage ratio, a minimum fixed charge coverage ratio and an am?ual capital expenditure

limit. The Company is in compliance with its debt covenants as of December 31, 2005.
I

The Company paid approximately $18.3 million in debt issuance costs that are bcmg amornzed using the
effective interest method. In connection with the initial public offering discussed in note 11,.the Company used
net proceeds from the offering to pay down a portion of the credit facility and wrote-off $2.0 million of
unamortized debt issuance costs.

The Company estimates the fair value of its fixed rate, senior subordinated notes bas'cd'on quoted market
prices. The estimated fair value of the senior subordinated notes at December 31, 2005 was approximately $266
million with a carrying value of $250 million. , ;

Long-term debt consisted of the following at December 31, 2005 and January 31, 20'05: '

| Predecessor \
Consolidated Combined
December 31, | Januwary 31,
2008 2005
Senior subordinated notes due 2015 ... ... i e $250,000 3 —
Senior secured term loan due 2012 (6.7% at December 31,2005) ....... 24§,250 —_
Notes due at various dates from 2004 to 2022 with interest rates from 6% | .
wl0% ............. Ceeeee e e e , 856 1,219
Mortgage loan due 2010 with an interestrateof 7% . ................. v — 2,168
Capital lease obligations due at various dates from 2006 to 2007 i
77030 L) S 3,078 8,110
: 502,184 11,497
Less Current POTHON ... vi .ttt ittt e iaarrrnaraaraeras (6,664) (5.846)
Total long-term debl .. ... ..o vivt i i ey $495,520 $ 5,651
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The aggregate amount of minimum payments required on long-term debt in each of the years indicated is as

follows: ; ‘
Year ending Decerober 31, ; ‘
2006 . e e e e | $ 6,664
2007 e e e e e e e e [ 3,552
2008 ... e | ' 3527
2009 .\ © 3,529
2010 <ot P a8
100 111<) o ’ 1481381
r | $502,184
8. Restructuring Charges ! !
The activity in the accrued restructuring balance is as follows: i :
|
2002 Plan 2003 Plan 2004 Plan 2005 Plan
Severance  Lease Total Severance Severance Severance Total
Incurred ..........coiveiiiiiinn. $1,517 $2,260 §3,777 o $ 3,777
Paid ..o (456) (149)  (605) | __(605)
August31,2002.................. 1,061 2,111 3,172 i 3,172
Incurred April 2003 ............... — — —  $1.288 : : 1,288
Incurred Avgust2003 .............. —_ —_— — 1,449 ; 1,449
Paid .............. i (559) (561) (1,1200 (1,701) I M)
August 31,2003 .................. ' 502 1,550 2,052 1,036 | 3,088
Incurred . ... —_ _ —_ - $2115 2,115
Paid . .....oi e (502) (566) (1,068) (1,036) (1.488)" _(3_.5?3)
August31,2004 .................. —_ 984 984 —_ 627 1,611
Paid . ... i —_ (238) (238) — (255) (493)
January 31,2005 ... .. ........... — 746 146 - 372 1118
Adjustment ... ... ......... .. ..., -— 287 287 — = $ — 287
Incurred .. ............iiihiinnn. — — — — — 1 1494 1,494
Paid . ......... .. i, — (567) (567) —_ (372) (228) (1,167)
December 31,2005 . .............. $ — $466 $ 466 $ — $ —, 81266 $1,732

During fiscal year 2002, in an effort to eliminate the differences in size among reglons, AMR was re-aligned
into four geographic regions. The operating units within the five original regions wete shifted 1o create the new
structure and the administrative offices of the former South region and one billing center were closed. A National
Products and Services function was also closed as part of this restructuring plan. The functions previousty
performed by these groups were distributed to the remaining regions and the corporate office. The lease
commitment associated with this plan is expected to be completed by December 2008, :

During fiscal year 2003, AMR‘s Northern Pacific Region re-aligned the management ; structure of il
operations. The first phase occurred in April 2003 and the second and final phase occurrednn August 2003,

1
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During fiscal year 2004, AMR was re-aligned into three geographic regions. The billing clentcrs and
operaling units within the four original AMR regions were shifted to create the new structure and the
administrative office of the former South-Central region was closed. The functions previously performed by this

. group were distributed to the remaining regions. This restructuring plan was completed in 2005.

As part of a plan to merge the national support functions of AMR and EmCare, EMSC recorded a
restructuring charge of $0.6 million for severance costs in the fourth quarter of fiscal 2005. The restructuring
plan is expected to be completed in 2007. In addition to this EMSC restructuring, in 2003 AMR was re-aligned
from thrce into two geographic regions and a rcsuttmg severance charge of $0.9 million wasI recorded.

9, Retirement Plans and Employee Beneflts . |

AMR maintains three 401(k) plans (the “AMR Plans") for its employees and employces of its subsidiaries
who meet the eligibility requirements set forth in the AMR Plans. Employees may conlnbute 5} maximum of 40%
of their compensation up to a maximum of $14 thousand. Generally, 50% of the COntnbutlon is matched by AMR

" up to a maximum of 3% to 6% of the employee’s salary per year, depending on the plan. AMR‘s contributions to

the AMR Plans were $8.7 million for the eleven months ended December 31, 2005, $3.7 mllhon for the five
months ended January 31, 2005, $8.1 million for the year ended August 31, 2004, $1.9 mllhon for the three
months ended August 31, 2003 and $5.7 million for the nine months ended May 31, 2003. Comrlbuuons are

included in compensation and benefits on the ax.companymg statemcnts of operations. |
|

EmCare established the EmCare Holdings Inc. 401(k) Savmgs Plan (the “"EmCare Pldnl")!m 1994 to provide
retirement benefits to its employees. Employees may clect to participate in the EmCare Plan a} the beginning of
each calendar quarter and may contribute 1% 0 25% of their annual compensation on a tax- dcfcrrcd basis
subject to limits established by the Internal Revenue Service. EmCare contributes 50% of the tu'st 6% of base
compensation that a participant contributes to the EmCare Plan during any calendar year. The IEmCart: Plan
follows a calendar year-end. Accordingty, EmCare makes its matching contributions based on .eligible employee
contributions for each calendar year. EmCare contributed $0.3 million to the EmCare Plan durmg the eleven
months ended December 31, 2005 and $0.1 million to the EmCare Plan during the five months ended January 31,
2005. During calendar years 2004 and 2003, EmCare contributed $0.5 million and $0.4 mllhon respectively, to
the EmCare Plan. | |

In fiscal 2004, Laidlaw issued Value Appreciation Rights (*“VAR") o various employees of AMR and
EmCare. There were no VARs issued prior to fiscal 2004. The VARs were scheduled to vest 100% on the third
anniversary of the date of the grant. The VARs’ value was based on prescribed formulas that estimated changes
in the enterprise values of AMR and EmCare. The Predecessor Company recognized compens‘anon expense on a
straight-line basis over the vesting period with compcnsal:on expense of $4.1 million for ﬁscal 2004. The
Company recognized $15.3 million of expense related to the VARs for the period ended January 31, 2005, which
amount is included in Laidlaw fees and compensation charges. This expense related to EMS LP"; purchase of
AMR and EmCare discussed in note 1 and was funded by Laidlaw in accordance with the lerms of the purchase
agreements. The VAR program was terminated in connection with EMS LP's purchase of AMR and EmCare in
February 2005 and employees and executives will earn no further rights. I |

|
10, Equity Based Compensation I |

Under the Company’s Equity Option Plan approved in February 2005, key employees ,WEre granted ophons
to purchase partnership units of EMS LP. In accordance with the terms of the Equity Option Plan, the terms of
these options were adjusted to reflect the Company’s mmal public offering and reorganization (see note 11} in

|
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the fourth quarter of 2005. The options permit the employees to purchase class A common shares at an exercise
price of $6.67 per share and vest ratably generally over a period of 4 years. In addition, certam performance
measures must be met for 50% of the options to become exercisable. The Company recorded a compensation
charge of $1.0 million for the eleven months ended December 31, 2005 associated with the grant of these
options. The following table summarized the status of options under the Equity Option Plan, as well as options
granted to certain directors (with similar terms) as of December 31, 2005: | i

. Weighted
. Class A Avernge
LP Units Shares Exercise Price
Outstanding at beginningof year ..................... — -——i ‘ —
Grantedatfairvalue . . ... ... ciri it inr e 3,546,719 —_ $6.77
Exercised ....... ...t e e e — —-: —
Expired ... ot i e — -—i i —
Forfeited .......ovvineen i iiiii e innees (18,000) — $6.67
EXChAange ... .cviiriiiniiiii i anirrieess (3,528,719) 13,528,719 $6.77
Qutstanding atend of year ................. ... ..., — 3,528,719, $6.77
Exercisable at end of YEar. .. ........c..ooeveesainne. — 1852711  $6.67

L
" The range of exercise prices of the outstanding exercisable options are as follows at Dti:cember 31, 2005:
|

Number of Number of Weighted Average
Weighted Average Exercisable Outstanding | Remaining
Exercise Price Shares Shares { Life in Years
. $ 6.67 185271 3,491,219 | 1 9.19
$16.00 — 37,500 | © 995

The Black-Scholes option pricing mode] was used to estimate fair values as of the date of grant using 0%
volatility (because the options were granted by EMS LP as a private company), risk free rales ranging from
3.53% to 3.88%, 0% dividend yield and terms of 4 and 5 years. The weighted average fair value of options
granted during the eleven months ended December 31, 2005 was $1.40. . |

The Company recorded a charge totaling $1.8 million associatéd with partnership umts sold and certain
options o purchase equity issued to employees and officers of the Company. This non- cash expense was
recorded as a component of compensation and benefits on the accompanying statement of operanons for the
eleven months ended December 31, 2005. ;

. : b
11. Equity ' | I

On December 21, 2005, the Company effected a reorganization and issued 8.1 million shares of class A
common stock in an initial public offering. Pursuant to the reorganization, EMS LP, the !'ormer top-tier holding
company of AMR and EmCare, became the consolidated subsidiary of EMSC, a newly formed corporalion. To
effect the reorganization, the holders of the capital stock of the sole general partner of EMS LP contributed that
capital stock to the Company in exchange for class B common stock; the general partner was merged into the
Company and the Company became the sole general partner of EMS LP. Concurrently, lhe holders of class B
units of EMS LP contributed their units to the Company in exchange for shares of the Company s class A
common stock, and the holders of certain ¢lass A units of EMS LP contributed their units to the Company in
exchange for shares of the Company’s class B common stock. |
F-28
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The Company’s equity consisted of the following at December 31, 2005:

|
[
Authorized Issued and Qutstanding

Class A common stock, $0.01 parvalie . ........oovvenenaninnenns 100,000,000 | | 9,247,200

Class B common stock, $0.01parvalue ..........oovviiinrineinnns 40,000,000 | ' 142,545

Class B special voting stock, $0.0  parvalue .. .......... ..ot 1 ‘ : |

Preferred stock, $0.01 parvalue ...... ... ...l A 20,000,000 ' —

LP exchangeable units, $0.0t parvalue ............... ...t Not applicable 1 32,107,500
J

Class A and Class B Common Stock and Class B Special Voting Stock

General . !

The Company’s class A common stock and class B common stock is identical in all respccts excepl with
respect to voting and except thal each share of class B commen stock is convertible into one share of class A
commuon stock at the option of the holder. The ¢lass B commaon stock will be converted autor'natlcally into class
A common stock upon a transfer thereof to any person other than certain currently affiliated pcrsons and their
affiliates. The class A and class B common stock are referred to as “common stock”. .

Subject w preferences that may apply to shares of preferred stock outstanding at the time, holders of the
Company’s outstanding common stock are entitled to any dividend declared by the board of dlrectors out of
funds legally available for this purpose. Upon the Company’s liquidation, dissolution or wmdmg up, the holders
of the class A and class B common stock are entitled to receive pro rata the Company’s assets available for
distribution, after payment of all liabilities and subject to the rights of any outstanding prel'em:d stock and of the
holders of the LP exchangeable units 10 receive distributions of assets equivalent to, on a per share/per unit basis,
the distributions to the holders of the class A and class B common stock. |

The Company’s one share of class B special voting stock is not entitled to any rights or:privileges except for
the voting rights described below, and except that it is entitled to a distribution equal to its $0.01 par value upon
the Company's liquidation, dissolution or winding up. - i

The class B units of EMS LP had no voting rights and transfer of the units was restricted. Prior to a qualified
public offering, if the employment of a holder of class B units was terminated because of death, disability or by
the Company without cause, the holder had the right to either retain his class B units, or to‘ pul his class B units
to the Company and require the Company to purchase his class B units. The Company had the right to “call” the
class B units and require the holder to sell his/her class B unils to the Company. The Compa.ny’ s “'call” right was
also exercisable upon a holder’s termination for cause. At Jure 30, 2005 and September 30,2005, the Company
recorded the repurchase price associated with the put right of $1.8 million and $1.2 mi]!ion,{respeclively (see
note 16 “Net Income per Share”). These put and call rights expired upon the completion of the Company’s public
offering in the fourth quarter of 2005, L
f !

L

Generally, on all matters on which the holders of common stock are entitled to vote, l.hlc holders of the class
A common stock, the class B common stock and the class B special voting stock vote together as a single class,
On all matters with respect to which the holders of our common stock are entitled to vote, each outstanding share
of class A common stock is entitled to one vote, each outstanding share of class B common 'stock is entitled to
ten votes and the one share of class B special voting stock is entitled to a number of votes egu_al to the number of

!
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votes that could be cast if all of the then outstanding LP exchangeable units were exchanged for class B common
stock. If the Minimum Hold Cendition is no longer satisfied, the number of votes per share of class B common
stock will be reduced automatically to one vote per share. The Minimum Hold Condition is satisfied so long as
the aggregate of the numbers of outstanding shares of class B common stock and LP exchangeable units is at
least 10% of the total number of shares of common stock and LP exchangeable units outstanding.

1l

In addition, holders of class A common stock, on the one hand, and the class B common stock and class B
special voting stock, on the other, are entitled to vote as a separate class on approval of (i} a'my alteration, repeal
or amendment of our certificate of incorporation which would adversely affect the powers, preferences or rights
of the holders of class A common stock or the class B common stock and class B special véling stock, as the case
may be, and (ii) any merger or consolidation of the Company with any other entity if, as a rcsull {x) shares of
class A common stock would be converted into or exchanged for, or receive, any cons:dcra(lon that differs from
that applicable to the shares of class B commen stock as a result of such merger or conselidation, other than a
difference limited to preserving the relative voting power of the holders of the class A common stock, the class B
common stock and the class B special voting stock or (y) in the case of the class B common stock and class B
special voting stock only, the class B special voting stock would not remain outstanding.

In respect of any matter as to which the holders of the class A common stock are emillled to a class vote,
hotders have one vote per share, and the affirmative vote of the holders of a majority of the shares of class A
common stock outstanding is required for approval. In respect of any matter as to which the olders of the class
B common stock and class B special voting stock are entitled o a class vote, holders of class B common stock
have one vole per share and the holder of the class B special voting stock will have one vote for each LP
exchangeable unit outstanding, and the affirmalive vote of the holders of a majority of the votcs entitled 1o be

cast is required for approval. |

!
LP Exchangeable Units ,

The LP exchangeable units are issued by EMS LP, Each LP exchangeable unit is excﬁaﬁgcable al any time
into one share of class B common stock at the option of the holder and is substantially equivalent economically
to a share of class B common stock. The holders of the LP exchangeable units have the right to receive
distributions, on a per unit basis, in amounts (or property in the case of non-cash dividends), which are the same
as, or economically equivalent to, and which are payable at the same time as, dividends de:clarcd on the class B
common stock (or dividends that would be required to be declared if class B common stock were outstanding).
These holders also have the right to vote, through the trustee holder of the class B special voting stock, at all
stockholder meetings at which holders of the class B common stock or class B special voting stock are entitled to
vote, and the right to participate on a pro rata basis with the class B common stock in the distribution of assets of
the Company, upon specified events relating 1o the voluntary or involuntary liquidation, dissolution, winding up
or other distribution of the assets, through the mandatory exchange of LP exchangeable units for shares of class B
comnon stock. |

Preferred Stock

Our board of directors may, without further action by our stockholders, from time to time, direct the
issuance of up to 20 million shares of preferred stock in series and may, at the time of issvance, determine the
rights, preferences and limitations of each series. r
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12. Commitments and Contingencies 1
Lease Commitments 'l

The Company leases various facilities an¢l equipment under operating lease agreements. Rental expense
incurred under these leases was $31.1 million, $12.4 million, $27.9 million, $7.2 million and $23.2 million for
the eleven months ended December 31, 2005, for the five months ended January 31, 2005,,for the year ended
August 31, 2004, for the three months ended August 31, 2003 and for the nine months ended May 31, 2003,

respectively, |
In addition, the Company leases certain vehicles under capital leases, Assets under capital lease are

capitalized using inherent interest rates at the inception of each lease. Capltal leases are collalerahzed by the
leased vehicles, |

Future commitments under non-cancelable capital and operating leases for vehicle, premises, equipment and
other recurring commitments are as follows (the balances below include fair value adjustnllents as described in

note 2):
-

| Operating
Capltal Leases &
Leases Qther
Year ending December 31, ; ,
2006 .. e e e i e $3078 § 27,403
2007 oo e e e e e . —i | 19,576
2008 . e e e - 15,360
2000 L e e e - ! 11,326
010 L e e e — 9.170
TREICAftCr . . ottt et e -t 31,694
3,078 $114,529
Less imputed interest .. ....vvviiier et (23)
Total capital lease obligations ....................c0viiiinn, 3,053
LeSs Cument POTLION - ..o\t ie ittt ia it eia i annns (3,053)
Long-term capital lease obligations ............. .o $ =4

In addition, we have other commitments consisting of dispalch and responder fees tolahng $5,570, $3,422,
$991, 5971, $97! and $971 and Onex management fees of $1,000, $1.000, $1,000, $1, 000 3166 and $0 for the

years ending December 31, 2006, 2007, 2008, 2009, 2010 and thereafter, respectively. | |
. 5

Services i
The Company is subject to the Medicare and Medicaid fraud and abuse laws which prohibit, among other
things, any false claims, or any bribe, kick-back or rebate in return for the referral of Medicare and Medicaid
patients. Violation of these prohibitions may result in civil and criminal penalties and exclusmn from
participation in the Medicare and Medicaid programs. Management has implemented pol|c1es and procedures
that management believes will assure that the Company is in substantial compliance w1lh these laws and
regulations but there can be no assurance the Company will not be found to have violated certain of these laws
and regulations. From time to time, the Company receives requests for information from government agencies
pursuant to their regulatory or investigational authority. Such requests can jnclude subpoenas or demand letters
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for documents to assist the government in audits or investigations. The Company is cooperating ‘with the
government agencies conducting these investigations and is providing requested information to the government
agencies. Other than the investigations described below, management believes that the outcome of any of these
investigations would not have a material adverse effect on the Company. ) | -

Like other ambulance companies, we have provided discounts to our healthcare facility cusFlofners {(nursing
home and hospital) in certain circumstances. We have attempted to comply with applicable iaw when such
discounts are provided. During the first quarter of fiscal 2004, we were advised by the U.S. Department of Justice
that it was investigating certain business practices at AMR. The specific practices at issue were (1) whether
ambulance transports involving Medicare eligible patients complied with the “medical necessity” requirement
imposed by Medicare regulations, (2) whether patient signatures, when required, were properly ¢ obtained from
Medicare eligible patients, and (3) whether discounts in violation of the federal Anti-Kickback Statute were
provided by AMR to hospitals and nursing homes in exchange for referrals involving Medicare éligible patients.
In connection with the third issue, the government has alleged that certain of our hospital and nursing home
contracts in effect in Texas in periods prior to 2002 contained discounts in violation of the federal Anti-Kickback
Stawute, We currently are negotiating a settlement with the government regarding these allegations. Such a
settlement may require us to make a substantial payment and enter inio a Corporate Integrity Agreement. Under
the provisions of our purchase agreement for the acquisition of AMR, we and Laidlaw share responsibility for
any settlement or damages arising with respect to these matters; we are responsible for 50% of the first $10
million of damages and 10% of any damages in excess of $10 million and up to and including $50 million. Based
upon our discussions with the government and our own analysm we believe we have adcquatcly accrued for
potential losses. However, the government has indicated that, in the absence of a settlement, it will pursue further
civil action in this matter. There can be no assurance that this matter will be fully resolved by settlement or that
other investigations or legal action related to these matters will not be pursued against AMR in clnher Jjurisdictions

or for different time frames. '
T

From August 1998 until August 2000, American Medical Response West ("AMR West"), a subsidiary of
AMR, received six subpoenas duces tecum from the United States Attomey's Office. These subpoenas related to
billing matters for emergency transports during the periods January [, 1995 to December 31, 1999, Pursuant to a
settlement agreement with the United States Attorney’s Office, AMR West paid $3.5 million in 2004 and entered
into a five-year agreement with the Department of Health and Human Services covering various?adnﬁnistralivc
processes and procedures. AMR reserved for these maters in periods prior to the statements of operations
presented herein,

In June 1999, the DOJ began an investigation of the billing processes of Regional Emcrgcnfcy Services L.P.,
or RES, a subsidiary of AMR, and one of RES’ hospital clients. The DOJ alleged violations by the, companies of
the False Claims Act based on the absence of certificates of medical necessity and other non-compliant billing
practices from October 1992 1o May 2002, Pursuant to a seltlement agreement to resolve these allegations,
including settlement of claims in Texas described below, in April 2004 AMR paid $5.0 million of a total $20.0
million settlement amount, with the balance paid by the hospital. AMR reserved for these matters in periods prior
to the statements of operations presented herein, .

On May 9, 2002, AMR received a subpoena duces tecum from the Office of Inspector General for the
United States Department of Health and Human Services. The subpoena required AMR to produce a broad range
of documenits relating to RES contracts in Texas, Georgia and Colorado for the period from January 1993
through May 2002, The Texas claims were resolved pursuant to the settlement agreement described above. The
government investigations in Georgia and Colorado are continuing; it is not currently possible (o estimate the
financial exposure, if any, to the Company.
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On July 12, 2005, we received a letter and draft Audit Report from the OIG requesting our response (o its
draft findings that our Massachusetts subsidiary received $1.9 million in overpayments from 'Medicare for
services performed between July 1, 2002 and December 31, 2002. The draft findings state thal some of these
services did not meet Medicare medical necessity and reimbursement requirements. We d.lsagree with the OIG’s
finding and have responded to the draft Audit Report, If we are unsuccessful in challengmg the OIG’s draft
findings, and in any administrative appeals to which we may be entitled following the release of a final Audit

Report, we may be required to make a substanual repaymem . b

On December 14, 2005, a lawsuit purporting to be a class action was commenced agansl AMR in Spokane,
Washington. The complaint alleges that AMR billed patients and third party payors for transports it conducted
between 1998 and 2005 at a Iughcr level than contractually permitted. At this time, AMR does not believe that
any incorrect billings are material in amount. [

Letters of Credit !
" At December 31, 2005 and January 31, 2005, AMR had $27.3 million and $23.3 rmlhon respectively, in
outstanding letters of credil. At January 31, 2005, Laidlaw also had outstanding letters of credit on behalf of

AMR totaling $1.0 million. : '
i
[

Other Legal Matters

EmCare is currently a defendant in two collective action lawsuits brought by a number of nurse practitioners
and physician assistants under the Fair Labor Standards Act. The plainiiffs are seeking to, recover overtime pay
for the hours they worked in excess of 40 in a workweek and reclassification as non-exempt employees. In
addition 1o these two lawsuils, certain of the plaintiffs brought a related action under California state law. We
have settled the California state law claims for $1.5 million. I

|

AMR and the City of Stockton, California are parties to litigation regarding the tem}e and enforceability of a
memorandum of understanding and a related joint venture agreement between the pnrtlcs 10 present a joint bid in
response to a request for proposals to provide emergency ambulance services in the Counly of San Joaquin,
California. The parties were unable to agree on the final terms of a joint bid. AMR has been awarded the San
Joaquin contract. While the Company is unable at this time 1o estimate the amount of po(iem:al damages, it
believes that Stockton may claim as damages a portion of the Company’s profit on the conl:act or the profit
Stockton might have realized had the joint venture proceeded. |

13. Transactions with Laldlaw | |

Allocation of Costs from Laidlaw ‘

Laidlaw charged AMR and EmCare for the estimated cost of certain functions that Iwcn: managed by
Laidlaw and could reasonably be atuributed directly to the operations of the Predecessor. |'I'Ihc charges to the
Predecessor were based on Laidlaw management's estimate of such services specifically used by the Predecessor.
Where determinations based on specific usage atone were impracticable, other methods and criteria were used
that Laidlaw management believed were reasonable. Such allocations were not intended: to represent the cosls
that would be or would have been incurred if the Predecessor were an independent busmes‘s

The amount.of Laidlaw’s combined equity and the Laidlaw payable included in thej balance sheet represents
a net balance as a result of various transactions between the Predecessor and Laidlaw. The net balance was
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(dollars in thousands) ll

primarily the result of the Predecessor's participation in Laidlaw's central cash management program, wherein
all the subsidiaries’ cash receipis were remilted to Laidlaw and all cash disbursements were funded by Laidlaw.
Other transactions include certain direct obligations administered by Laidlaw, as well as the Predécessor's share
of the current portion of the Laidlaw consolidated federal and state income tax liability and various other
administrative expenses allocated by Laidlaw. As a result, obligations for these matlers are not reﬂected on the
accompanying balance sheet. Self-insurance obligations and reiated deposits administered by La:dlaw are
reflected on the accompanying balance sheet,

f
Laidlaw charges or cost allocations included in the at.companymg statements of operations mclude the

following: )
Pre Fresh-Start |
Predecessor Preducessor ;
Five Months Year Three Months Nine Months
Ended Ended Ended Ended
January 31, August 31, August 31, 'May 31,
2005 2004 2003 . 2003
Allocated insurance expense (income) ,.. § — $(4,505)  $11,522 ,$3,058
Direct insurance expense ............. 17,069 40,554 — P ;
Laidlaw fees and compensation 1 ;
charges ......... ...l 19,857 15,449 1,350 1 4,050
Reorganization costs ................. — — —_— | 3,650
Interest .. ..o $ 4480 $ 6,225 $ 403 , $3,081

1

Included in insurance expense are allocations of charges and credits made to AMR related to the operating
costs and investment activities of Laidlaw’s captive insurance company. These allocations also include changes
in actuarial estimates of insurance reserves for fiscal year 2001 and prior years’ claims estimates. Fo: fiscal year
2003, AMR obtained insurance coverage from outside parties, rather than through Laidlaw. In f:scal 2004, AMR
telurned 1o the Laidlaw insurance program for workers compensation, auto and general liability. In Febru.uy
2005, AMR obtained insurance coverage from outside parties. EmCare’s participation in the La:d]aw insurance
program was limited to directors’ and officers’ and general liability insurance which was allocmcd asa
component of Laidlaw fees and compensation charges. | |

Management costs were calculated using a formula based upon the Predecessor’s share of Lald]aw 5
consolidated revenue and represent Laidlaw's general and administrative costs incurred for the benef t of the
Predecessor. Laidlaw fees and compensation charges include $4.1 million and $15.3 million of chlarges related to
incentive plans for management of the Predecessor for the year ended August 31, 2004 and for the five months
ended January 31, 20085, respectively. »

During the nine months ended May 31, 2003, Laidlaw churged the Pre Fresh-Start Predccessbr'additional
costs incurred by Laidlaw as a result of its reorganization of $3.7 million. |

Interest expense has been recorded by the Predecessor based on an average intercompany balance and
applicable interest rates (prime + 2%). During the nine months ended May 31, 2003, Laidlaw, as a result of its

bankruptcy, suspended interest on purchase acquisition debt pushed down to AMR, P

Vo

On March !, 2004, AMR declared a $200 million dividend payable to Laidlaw. The dividend has been
recorded as an increase in the Laidlaw payable account and as a decrease to Laidlaw invesiment on the balance
sheet. There were no specific repayment terms related to the Laidlaw payable account which is included as a
component of equity on the accompanying balance sheets and statements of changes in equity.
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At January 31, 2005, Laidluw maintained deposits of $16.4 m:lhon for collateral on behaif of AMR
supporting performance bonds held by a related party; at December 31, 2005, Laidlaw no longer maintained
these performance bonds. AMR's interest in the collateral is included in other long-term assets As described in

note 15 “Insurance”, Laidlaw also mamtams insurance-related deposits on behalf of AMR. ' ,

l '

14. Related Parties |

The Company is party to 2 management agreement with a wholly-owned subsidiary of Onex Corporation,
its principal equityholder. In exchange for an annual management fee of $1.0 million, the Onex subsidiary
provides the Company with corporate finance and strategic planning consulting services. Fdr the eleven months
ended December 31, 2005, $917 has been expensed and included as a component of gencra] and administrative
expenses on the accompanying statement of operations. | |
15, Insurance |

Insurance reserves are established for automobile, workers compensation, general liability and professional
liability claims wtilizing policies with both fully-insured and self-insured components. This includes the use of an
off-shore captive insurance program through a wholly-owned subsidiary for certain professional liability
{medical malpractice) programs for EmCare. In those instances where the Company has obl:ained third-party
insurance coverage, either directly through an independent outside party or through paniciplation in a Laidlaw-
administered program, the Company normally retains liability for the first $1 to $2 million of the loss. Insurance
reserves cover known claims and incidents within the level of Company retention that may result in the assertion
of additional claims, as well as claims from unknown incidents that may be asserted ansmg ‘from activities
through December 31, 2005. |

The Company establishes reserves for claims based upon an assessment of actual clami'ns and claims incurred
but not reported. The reserves are established based on consultation with third-party 1ndependem actuaries using
actuarial principles and assumptions that consider a number of factors, including historical claim payment
patterns (including legal costs) and changes in case reserves and the assumed rate of mﬂauon in health care costs
and property damage repairs. Claims, other than general liability claims, that arose after Jurlm 1, 2003 are
discounted at a rate commensurate with the interest rate on monetary assets that essentially are risk free and have
a maturity cornparable to the undcrlymg liabilities. Generat liability claims that arose after June 1, 2003 are not
discounted. The table below summarizes the non-health and welfare insurance reserves mcluded in the
accompanying balance sheels, .

!
l
Other [
+

Accrued Long-term | . Total
December 31, 2005 Liabilities Liabllitles |  Llabilitles
Automobile ....... e et et $4930 § 11.6'}":'i $ 16,607
Workers compensation .......... ... ... .. 0. 11,569 35,216 46,785
General/ Professional liability .................... 41,880 97,248 139,128

$58,379  S$144,1411 '$202,520

to

January 31, 2005 (Predecesyor)

Automobile ....... .. ... e $4054 $ 10,558 $ 14612
Workers compensalion ............civvinnianon. 11,554 34,636 46,190
General/ Professional biability .. .................. 25,675 97.905' 123,580

$41283  $143,099  $184,382
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Certain insurance programs also require the Company to maintain deposits with third-party insurers, with
trustees or with Laidlaw to cover future claims costs. These deposits are included in the balance sheets in the
categories set forth in the table below. Investments supporting insurance programs are comprised principally of
government securities and investment grade securilies and are presented as restricted assets in the balance sheets.
These invesiments are designaled as available-for-sale and reported at fair value, Investment income/loss earned
on these investments is reported as a component of insurance expense in the statements of operations. The
following table summarizes these deposits and restricted investments:

' Predecessor

Consolidated Combined

December 31, i January 31,

2005 | 200.-;

Restricted cash and cash equivalents ..................... $ 12,017 's 9.846

Restricted marketable securities . .. .................o.o.. 1,657 | - 2473

Short-term deposits {included in other current assets) ........ 9,998 L, 8,044
Short-term deposits with Laidlaw (included in other current |

BSSEIE) Lt et i e i e 6,583 11,541

Restricted long-term iNvestments . ... ............co..ounn. 67973 | 41810

Long-term deposits (included in other long-term assets) . .. ... 36,777 ¢ 20,006
Long-term deposits with Laidlaw (included in other long-term '

11 1) J 27,157 |'© 29413

Total insurance deposits . ............... e $162,162 | $123,133

Provisions for insurance expense included in the statements of operations includes annual provisions
determined in consultation with Company actuaries, premiums paid to third-party insurers net of retrospective
policy adjustments, interest accretion and earnings/loss on investments. Fiscal 2004 expense was reduced by a

$3.8 million experience refund received during the year.
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16. Net Income Per Common Share

The calculation of basic net income per common share and diluted net income per common share is
presented below for the eleven months ended December 31, 2005 (dollars in thousands except for per share
' !

amounts);

Basic earnings per common share computation
Numerator:
Net income

Accretion of put right (see note 11)

Net income available to stockholders

....................................................

.................................

" Dencminator:
Basic average shares outstanding

Common stock and LP exchangeable units
Basic eammings per common share

Diluted earnings per share computation
Nuomerator:
Net income

Accretion of put right

Net income available to stockholders

............................................

................................

Denominator:
Basic average shares outstanding
Incremental shares from assumed exercise of stock options

Diluted average commen shares outstanding
Diluted earnings per common share

...................................

..........................

. Deceraber 31,
205

.

s 20067
C {(1,213)
18854

133,621,542

|

[

|

: $ 0.56
o
Lo

|'s 20067

b (1,213)
" 18,854

33,621,542
660,634
34,282,176

0.55

1
We have excluded 37.500 potential common shares from the calculation of diluted carnings per share

because they are antidilutive.
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17, Supplemental Cash Flow Information

Finance and investing activities not
requiring the use of cash:

Dividend to Laidlaw ..............

‘Leasehold improvement allowance . .
Reduction of deferred tax asset
valvation allowance through:
Reduction of ambulance service
contracts and other
intangibles ................
Reduction of associated deferred
@BXasse! ......ooiiieeniann
Laidlawequity ...............

(dollars in thousands)

. Pre Fresh-Start
Predecessor — Combined | | Fredecessor
Five Months Year Three Months | Nine Months
Ended Ended Ended Ended
December 31, | January 31,  Auvgust 31, August 31, May 31,
2005 2005 3 2003
|
5 — 5— 5200000 5! $—
3,100 — — 4, —_
|
_ — 124,977 . —
— — @606 L —
s — $—  $10406 S $—
I I
o
b
-
F
13
4
I
|
! .
 f
| ,
L
|
[
&
|
| i
|
| i
I ]
| i
F-38 ’ i




Emergency Medical Services Corporation

Notes to Financial Statements - (Continued) | I
(dollars in thousands}

18. Segment Information

!
I
!
|
[
|

'
|
F

The Company is organized around two separately managcd business units: hleaimca.re transportation services
and emergency management services, which have been identified as operating segments. The healthcare
transportation services reportable segment focuses on providing a full range of medical transportation services
from basic patient transit to the most advanced emergency care and pre-hospital assistance. The emergency
management services reportable segment provides outsourced business services lb hospitals primarily for
emergency depariments, urgent care centers and for certain inpatient dcpanmcms The Chief Executive Officer
has been identified as the chief operating decision maker (CODM) for purposes ot' SFAS No. 131 Disclosures
about Segments of an Enterprise and Related Information. as he assesses the performance of the business units
and decides how 10 allocate resources to the business units. Pre-tax income from contmumg operations before
interest, taxes and depreciation and amertization (“Segment EBITDA™) is the measure of profit and loss that the
CODM uses to assess performance and make decisions, Pre-lax income from contlnumg operations represents
net revenue less direct operating expenses incurred within the operating segmems T11e accounting policies for
reported segments are the same as for the Company as a whole (see note 2). i :

Healthcare Transportation Services
Revenue . .......coiiiiniinniarins
SegmentEBITDA ..................

Total identifiable assets .............
Capital expenditures . ......... ... ..
Emergency Management Serv:ces
Revenue ................c0o0ovunnn
SegmentEBITDA ..................
Total identifiable assets . ............
Capital expenditures ................
Segment Totals

Total revenue . ........coviens

Total EBITDA ....................

Total identifiable assets .............
Total capital expenditures . ...........
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i Pre Fresh-Start
o Resmuslo i
Consalidated Predecessor — Combined Combined
Eleven Months | Five Months Year | Three Months | Nin¢ Months
Ended Ended Ended Ended Ended
December 31, [ January 31,  Avgust 31, August 31, May 31,
2005 2005 - 2004 2603 2003
|
-$1,059,725 | $455,059 51,054,800 $255.807 $ 751,344
93,404 33,859 85.§5? 7,941 48,026
807,874 645,441 628,635 605,268 638,495
$ 44992 | $ 12,054 ‘ $ 38.1573 $ 17,581 $ 30,888
$ 595,760 | $241,120 §$ 549 798 $128,654 $ 351,991
44,096 5,639 37, 156 7,217 18,248
443,435 338,069 320,964 309,478 303,136
$ 2465 | $ 1991 % 4,1214 3 498 $ 3,880
I
$1,655485 | $696,179 §I1 604,598 3384 461 $1,103,335
137,500 39,498 | 22.? l".3 15,158 66,274
1,251,309 | . 983,510 949,599 914,746 941,631
$ 47457 | $ 14045 % 42.:787 § 18,079 S 34,768
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|

The reconciliation of EBITDA to consolidated net income (loss) for each year, in thousands, 'is as follows:

[ | Pre Fresh-Start
Consolidated Predecessor — Comblued |1 P&?:ﬁf;::’
Eleven Months | Five Months Year Three Months | Nine Months
Ended Ended Ended Ended Ended
December 31, | January 31, Aoguost 31, August 31, May 31,
_ 2005 2005 2004 2003 |, 2003
Consolidated EBITDA .. .............. $137,500 $39.498 8122713 $ 15158 | '8 66,274
Depreciation and amortization expense . . . (54,143) (18,808) (52,739)  (12.560), C o (32,144)
Interest expense ...........cvvvianinns (47,813). (5.644) (9.961) (908) (4,691)
Realized gain (loss) on investments . ..., (164) . — (1,140) 90 | | -
Interest and otherincome .............. 1,040 714 240 22 304
Loss on early debt extinguishment ...... (2,040) —_ — — —
Fresh-start accounting adjustments . .. ... — —_ —_ — ; 46,416
Income tax expense .............c.-... (14,372) (6,278) (21,764) (8,633)! | {829)
Equity in earnings of unconsolidated 5
subsidiary ............. .0 il 59 — - — {1 -
Cumutative effect of a change in i
accounting principle . ............... — —_ — - (223,721)
Net income (10S8) ... ..o ovvenraron... $ 20,067 § 9482 §$ 37349 § (6,831)i $(148,391)

e . . | i
A reconciliation of segment assets to total assets and segment capital expenditures to total capital

expenditures is as follows:

Segment total identifiable assets .......... e in i
Corporate cash ..o .. i i e s
Other corporate assets . ... .. I

Total identifiable ASSELS ... .t vvvrier e ettt it

Other corporate assets principally consist of property, plant and equipment, and other assets.!

Segment total capital expenditures .......... ... oo i i
Corporate capital expenditures ..........coovi il i i

Total capital expenditures .......... .. i e e
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$1,251,309
13,786
11,933

$1,267.028
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19. Quarterly flnancial information (unaudited)

|
l
|
|
!
|
|
:
.‘

Selected unaudited quarterly financial data for the eleven months ended December 31, 2005 and 2004 are as

follows (dollars in millions except per share amounts):

Ird Qur.  dth Qtr. Total

$456.2 $467.9 $1,655.5
193 244 83.4
30 © 6.1 20.1
011 1+ 0.17 0.56
$01I $017 $ 055

Ird Q! 4bQu.  Total

2005 ' 15t Qur. (1) 2nd Qtr.
Revenue ... .ot oot e e $286.4  $445.0
Operating income . ..... e e e 16.3 234
NelinCOME .. .. it ittt it iiaa e 5.0 6.0
Basic eamingspershare ., .......... ...t 0.15 0.13
Diluted eamings pershare .......... ... ool $§015 $5013
% Ist Qur. (1) 2od Qtr,
Revenue .........ooevvrvvniraniiinarinniens, U $263.8  $400.0
Operating iNCOME . .. eivr o iarncnnriassiinnns 11.2 14.2
el IMCOMIE o v et ir et e v ee e eianraaraannnns $ 72 § el

34139 S4125 $1,490.2
246 | 226 72.6
$ 11.2! $123 § 368

(1) First quarter 2005 represents the two months beginning on the effective date of the purc:ha'sc of AMR and
EmCare by EMS LP and ending March 31, 2005. The first quarter 2004 includes only the two-month period

ending March 31, 2004 for comparative purposes.

The 2004 period does not include basic or earnings per share amounts as Laidlaw was the'sole stockholder
of both AMR and EmCare. First and second quarters 2004 include adjustments from prcvmusly reported
information to operating income as a result of allocating a reduction of insurance expense Lhrough the fiscal

period.
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20. Yaluation and Qualifying Accounts h
Total Valuation
Allowance for  Allowance for Accoants  Allowance for

Contractoa! Uncompensated  Receivable  Deferred Tax
Discounts Care Allowances Assets . Total

Balance at Avgust 31, 2002 (Pre Fresh-Start

Predecessor) ..........ccviiiiitn $ 249900 § 412809 § 662,709 $310694 § 973403
Additions ....................... 795,809 428,578 1,224,387 3,200 1,227,587
Reductions ...................... (786,770) (377,363) (1,164,133} (157,942) (1,322,075)

Balance at May 31, 2003 (Pre Fresh-Start
Predecessor) ..........coovinivnnn., $ 258939 § 464,024 $ 722963 $155952 $ BI8915
Fresh-start balance at June 1, 2003 — ) o

Predecessor . ......covei i, $ 258,939 $ 464024 $ 722963 $155952 § B78915
Additions .............. ... ..., 289,329 161,100 450,429 — 450,429
Reductions ...................... (289,500) (137,533 (427,033 — . (427,033)

Balance at August 31, Vo

2003 — Predecessor .. ............... 258,768 487,591 746,359 155,952 902,311
Additions ....................... 1,361,708 666,116 2,027,824 — 2,027,824
Reductions ...................... (1,349,005) (542,429) (1,891,434) (155952) (2.047,386)

Balance at August 31, : ﬁ

2004 — Predecessor . ................ 271,471 611,278 882,749 — 882,749
Additions ....................... 632,959 312,310 945,269 — 945,269
Reductions .................c..0t. (589,567)  (242,284)  (831,851) — (831,851)

Balance at January 31, 2005 Predecessor ... $ 314,863 § 681304 3 996167 § — % 996,167

Balance at February 1,2005............. $ 314863 § 681,304 § 996,167 § — $ 996,167
Additions ............. ... 0.l 1,752,254 684,614 2,436,868 - ' 2,436,868
Reductions ...................... (1,596,915) (1,029,144) (2,626,059) —  (2,626,059)

Balance at December 31,2005 .. ...... ... $ 470,202 & 336774 § B06976 $ - § 806976
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'
21. Prior Period Results (vnaudited) b
We have included below the Predecessor unaudited combined statement of operations for the five months
ended January 31, 2004 and the Predecessor unaudited combined statement of cash flows for the five months
ended January 31, 2004 for comparative purposes only to the audited statements included h"er?in.
l Five Months
v, Ended
| January 31,
| 2004
Combined Statement of Operations -
I T T T I | ! $667,506
Compensation and benefils ... .. .. . e l 461,923
OPpErating EXPERSES . ...\ v ittt it i ta st a e e ; 90,828
[NSUTANCE BXPENSE |, .ot ety ee e en e it ne e u o s s te it e s s i I | 36.664
Selling, general and administralivE EXPENSES . .. ...t o ittt e 22,016
Laidlaw fees ond compensation chares .. ... .. i i e e Do 6,436
Depreciation and amoTtZaHON EXPENSE . ... iutrn it ettt a e [ 22079 .
Tncome from operalions ... 0. ... . . e I l 27,560
] Ty e R T R | ' 4137
Interest and other (loss)income ................ e e i ! 1,403
Income hefore INCOME LAKES . ... .. et or ettt etie it s et e teananeancnnaaas ' 24826
I OMIE LK BRPENSE . . o\ ittt ae e tnaitaas e ts s ettt bneeat e e aanaenas e iants [ | {9,800)
L AMEOMIE & . et e e et e e e e et e e e e ettt et e et e vt e v 10 % 15026
Combined Statement of Cash Flows |
Cash Flows from Operating Activities Lo
NELIICOME . . o .o ottt e s ot et e ae s ot tr it s s e s e anam e be et et st f 3 15026
Adjustments to reconcile net incume to net cash provided by operating actlvities:
Depreciation and mOTHZAEON . . .. .. ..ottt ettt e ra e I | 22079
Loss on disposs] of property, plant and eQUIPMENT .. ... i ioun et P 309
DIElerred IMCOMEBABNES . . . v v e v e v ene et en e s ae st o tn et et et et e rananeaaaanssnes | 2.320
Changes in operating nssets/liabilities: .
Trade and other ACCOUNIE TECBIVABIE .. ...\t e e ittt ire e e e eemne ettt iraaasaan | (31.822)
ONNET CUTTERL ASSELS . L Ly v ey v ce e e e e et et e e st e it st st s a b r e g nnate s : 4,389
Accounts payable and accrued habilities .. ... .. RS : ! 827
Net cash provided by operating activities . ... e l 18,628
Cash Flows from Investing Activities '
Purchase of property, plant and equipmenl ... oo e b (14.229)
Proceeds from sale of propenty, plantand equipmment .. ... ...l | : 84
Purchase of restricted cash and investMENts .. ... ... i i i e o (9.585)
Proceeds {rom sale of restricled investments . ... i i i e i 14,758 |
Net change in deposits and other BSSEM6 ... oo ovut vttt a et e | | (1.914) !
Net cash used i investing aClIVIIES ..., .. vvuiaeneare i siiiariatiar i icanaaenes ' | (10,881)
Cash Flows from Financing Activitles ' ' ;
Repayments of capital lease obligations and otherdebt ... .. ool [ (1.784)
DeCTEnse in bank OVETATAIIS . .. .0 v ettt ot e ee eyt ee e e i L (3.216)
Payments made 10 LaidlaW ... .. .0. v e et ittt e ae e et e i (2.215)
Increase in other pon-current liabilities ... .. ... .o i P! 1,683
MNet cash used in financing activities .. .. ... ..o i i i - {1.532)
Increase in cash and cash CQUIVEIEIIS .. .. ... oottt e e e ' 215
Cash &nd cash equivalents, beginning of PErod . ..« -. . oo riii e e ! 10,641
Cash and cash equivalents, end of period O . § 10,856
i
|
[
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Emergency Medical Services Corporation

Notes to Financial Statements — (Continued)

|
{
|
|
(dollars in thousands) I!

22. Guarantors of Debt |

EMS LP financed the acquisition of AMR and EmCare, described in note 1 “General — Basis of
Presentation”, in part by issuing $250.0 million principal amount of senior subordinated notes and borrowing
$370.2 million under the Senior Facility. Its wholly-owned subsidiaries, AMR HoldCo, Inc. and EmCare
HoldCo, Inc., are the issuers of the senior subordinated notes and the borrowers under the Semor chmty As pan
of the transaction, AMR and its subsidiaries became wholly-owned subsidiaries of AMR HoldCo, Inc, and
EmCare and its subsidiaries became wholly-owned subsidiaries of EmCare HoldCo, Inc. The bcmor subordinated
notes and the Senior Facility include a full, unconditional and joint and several guarantee by a]ll of EMSC, EMS
LP and EMSC’s domestic subsidiaries. All of the operating income and cash flow of EMSC. EMS LP, AMR
HoldCo, Inc. and EmCare HoldCo, Inc. is generated by AMR, EmCare and their subsidiaries. As a result, funds
necessary to meet the debt service obligations under the senior secured notes and Senior Fucility are provided by
the distributions or advances from the subsidiary companies, AMR and EmCare. Investments :n subsidiary
operating companies are accounted for on the equity method. Accordingly, entries necessary to consolidate
EMSC, EMS LP, AMR HoldCo, Inc., EmCare HoldCo, Inc. and all of their subsidiaries are reflected in the
Eliminations/Adjustments column, Separate complele financial statements of the issuers, EMS LP and subsidiary
guarantors would not provide additional material information that would be useful in assessing the financial
composition of the issuers, EMS LP or the subsidiary guarantors. The condensed consohdatmg and combining
financial statements for EMSC, EMS LP, the issuers, the guarantors and the non-guarantor are'as follows:

|
Consolidating Balance Sheet ! :
As of December 31, 2005 : :

Issuer Issner o
AMR EmCare Subsidinry  Subsidiary Eliminations/
EMSC EMSLP HoldCo, inc. HoldCo, lnc, Guarantars Nup-Guaradtor Adjustments Total

Assets i ,
Current assets: )
Cash and cash I
equivalemts .......... fF — 55 — 5 — 5§ — $ 18,001 $ 47 $ — & 18,048
Restricted cash and cash ]
equivalents ... ....... —_ - — -— - 12,017 \ —_— 1207
Restricted marketeble [
securities. ... ..., .. —_ —_ — - — 1,657 [ 1,657
Trade and other accounts o
receivable,net ....... —_ — — —_ 408,675 2.529 . (20) 411,184
Parts and supplics .
inventory ... —_ _ — —_ 18,449 —_ ' — 18,449
Qther current assets . ... —_ —_ -— —_ 31,149 302 b (046) 30,505
Current deferred tax . [
ASSEIS L. ....iaiiesns — _ —_— — 20,44) 2,995 b — 23,436
Current assets . ....... —_ — — — 496,715 19,547 I (966) 515296
Non-current asscis: !
Propeny, plant, and !
equipment, net .. ..... — — — - 138,037 — [ — 138,037
Intercompany |
receivable .. ... ..., 1973 113400 296,207 199,529 14,863 - b {625,972) -
Intungible assets. net ... - — — -— 78,183 —_ | 78183
Non-current deferred tax - : .
ASSEIS o .oeerinnnnn - _ — _— 119.538 o o — 118,408
Restricted long-term . [
investments .......... —_ —_ —_ -_— _— 67,973 ‘ 67,973
Goodwill , . _ |, e —_ -_— — - - 250,710 438 ' ! — 251,168
(rher long-term assets ... 65 — 10,442 4,420 83,035 —_ 97,963
Investment and advances sl
in subsidiaries .. ... ... 345,354 231,954 200,868 31,072 6,246 —_ (B15,494) —
ASSEIS ... ... $347,392 $345354¢ $507.518 §235,021  $1,187,327 $86,848 | $¢1.442,432) §1,267,028

[
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Emergency Medical Services Corporation |

Notes to Financial Statements — (Continued)
{dollars in thousands)

|
!
Issper Issuer '

AMR EmCare  Subsidlary  Sobsidiary Eliminations/

EMSC EMSLP HoldCo, Inc. HoldCo, Ine. Guarantors Non-Guarantor' Adjustments  Tota!
j ]

Liabilites and Equity |
Curren linbilities; .
Accounts payable ... .. $§ - 5 — 5 — s — $ 5629 5 — | 3 w  § 5629
Accrued liabilities ... .. 2,408 — 6,857 5,478 162,456 37,282 | ' —_ 214,48}
Current portion of long- ) | !
termdebt . ......... — — 2415 1,085 3,164 — P —_ 6,664
Current liabilities . .. 2,408 —_ . 9,272 6,563 21,90 37,282 . — 277,435
Long-term debt ..... .. — — 207378 197,372 770 - . — 495520
Other long-term | i
liabilities .......... — — —_ _— 106,735 43320 | (966) 149,089
Imercompany ........ - — — —_ 625,972 — pob(625972) —_
Liabilities ....... 2,408 - 306,650 203,935 955,387 80602 | 1 (626938 922,044
Class A common stock .. . .. 52 — . - — 0 (30) %2
Class B common stock ., ... | — — — — — t — 1
Additional paid-in capital ..., 112,937 —_ — — —_ 6,650 (6,690) 112,937
Pantnership equity ......... 212,361 323,761 190,073 22,288 212,361 — | ' (750,483) 212,361
Retained eamings ......... 20,067 20,067 10,795 9272 20,053 _ , t (60,187 20,067
Comprehensive income '
0SS} . o vvrrnreeneeins 474) (478 — (474) (474) @r4) ! 1,896 (474)
Equity .............. 344,984 345354 200,868 31,086 231,940 6246 | ' (815,499) 344,984
Liabilities and b
Equity ........ $347,392 $345354  §507.518 $235021 $1,187.327 $86,848 : $(1,442,432) $1,267,028
|
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Assels
Current assels:
Cash and cash
equivalents ..........
Restricted cash and cash
equivalents . .......,.
Restricted marketable
secumities . ..........
Trade and other accounts
receivable, net . ......
Parts and supplies
inventory ...........
Other current assets . ...
Current deferred tax
assels ... ...

Current assets . ... ..

Non-current assets:
Property, plant, and
equipment, nel . ......
Intangible assets, net .. ..
Non-current deferred tax
assels ...l
Resiricted long-term
investments .., ......
Goodwill .............
Other leng-term assels . ..
Invesiment and advances
in subsidiaries . ......

Liabilities and Equity
Current ligbililies:
Accounts payable . ... ..,
Accrued liabilities .. .. ..
Current portion of long~
termdebt ...

Current liabilities ..
Long-termdebt ........
Other long-term

linbilities, . ..........

Linbilities ... ..

Laidlaw payable . ...........
Laidlaw investment .........
Commonsteck .............
Additional paid-in capital .. ..
Retained carnings . . ........-
Comprehensive incame

({13 N

Liabilities and

Equity ......

Emergency Medical Services Corporation

Notes to Financial Statements ~— (Continued)

I
&

{dollars in thousands) i
Predecessor : |
Combining Balance Sheet
As of January 31, 2005 |
[ssuer Issuer i
AMR EmCare Subsidlary Subsidiary Eliminations/
EMSLP HoldCo, Inc. HoldCo,Inc, Guarantors Non-Guarantor Adjustments  Total
]
|
$— $— 3— $ 4778 § 9853 SI —_ $ 14,631
_ _ _ — 9,846 b— 9,846
1 i
- —_ — — 2473 | '— 2,473
— — _ 159,945 43,339 1(33,.517) 369,767
— — — 18.499 - [ [— 18,499
— — — 81818 6,097 (47,780 40,135
- - — 62,433 2,659 - 65,092
—_ — - 527,473 74,267 (81.297) 520,443
—_ _ =
f
— — — 128,766 - - 128,766
— - - 16,075 - [ 16,075
i 1
—_ 203,391 92 = 202,469
[
— — - - 41,810 T 41,810
- 71947 — " — 73.947
— - —_ 6,404 —_ b (6.404) —
5— §5— $— $056,056 $135,155 $(87,701)  $983.510
|
$— $— $— $ 82,167 $ 518 $(31,535) § 55818
- — — 142,291 24,354 - 171,645
— _— - 5,846 -— | - 5.846
— — - 235,304 29,540 (31539 233309
— _ - 5651 - |l — 5,651
- - - 116,824 79211 {49762y 146,27
— — - 352,779 108,75 ((81.297) 385233
— — — 202,042 - - 202,042
- - —_ 356,550 - br— 356,550
- - —_ —_ 30 R 1) —
— _ - — 5,054 ) {5,054) -
— — —_ 40,000 1,635 . (1.635) 40,000
1 n
— — —_ (31%) 315 g 1E (315)
- - — 598,277 6.404 | (6.404) 598277
- - - |
$— 5— $— $956.056 $115,155 ($(87,701)  $983,510




Netrevenue .......

Compensation and
benefits.........
Operating
CXPENSES . . ... ..\
Insurance expense .,
Selling, general and
adininistrative
EXPENSES .. ... ...
Depreciation and
amonization
eXpeEnsE L. ......
Restructuring
charge ..........

Income from
operalions .......
Interest expense . ...
Reatized loss on
investments .., ..
Interest and other
income _........
Loss on early debt
extingoishment . . .

Income before
income taxes ....
Income tax
CXPENse ........

Income before equity
in earnings of
unconsolidated
subsidiaries . ... ..

Equity in earnings
of uncensolidated
subsidiary .......

Netincome ........

Emergency Medical Services Corporation
Notes to Financial Statements — (Continued)
(doflars in thousands)

Consolidating Statement of Operations
For the eleven months ended December 31, 2005

|
¢
|

Issuer
Issuer AMR EmCare Subsidlary Subsidiary  Eliminations/
EMSC EMSLP HoldCo, Inc. HoldCo,Ilnc. Guarantors Non-Guarantor Adjustmepts  Total
§ — 0§ — 5 — s — $1,655,485 $34,539 $(14.539)  $),655.485
_ — -— — 1,146,055 —_ | " — 1,146,055
i
-— - — — 233.087 - - 233,087
—_ — —_ —_ 42,964 34.375 ! (34,539} 82,800
[
- - - —- 54262 - L= 54.262
! !
— - - - 54,143 — A 54,143
i
— — — — 1,781 — [ = 1,781
i
- — — - 83,193 164 L — 83,357
— — - — (47,813 R I' - (47.813)
- - - - - (164) : - (164)
- - - i4 1026 - ; - 1,040
- - — —_ (2040 — ' — 2,040)
|
_ - —_— 14 14,366 — b 34,330
) b
— _ — — (14371 — i — (14.372)
|
)
i
[
— - —_ 14 19,994 -~ LT 20008
=
- 20067 20.067 10,795 9.258 59 —' | (60.187) 59
$20.067 $20.067 £10.795 $9.272 $ 20053 $ — $(60,187) S 20.067
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Netrevenue .........

Compensation and
benefits

Operating expenses . . .
Insurance expense . . ..

Selling, general and
administrative
expenses

Laidlaw fees and
compensation
charges

Depreciation and
amortization

Income from

operations . . . .

Interest expense
Interest and other
income

Income before
income
taxes

Income tax expense ..

Net income

Emergency Medical Services Corporation
Notes to Financlal Statements — (Coantinued)

(dollars in thousands)

Predecessor

Combining Statement of Operations -
For the five months ended January 31, 2005

f
|
|
I
\
!

t
|
i
|
b

f

i

I [ 1
AMR EmCare Subsidiary  Subsidiary Elim_liniﬁonsl
EMSLP HoldCo, Inc. HolCo, Inc, Guarantors Non-Guarantor Adjustments Total
$— $ $— $696,179  $15,913 $(15.913) $696,179
L
1
— — — 481,305 — , — 481,305
— — — 94,882 —_ |- 94,882
—_ — _ 39,002 15,913 (|15,9|3) 39,002
i
] .
— — — 21,635 - Pl 21,635
i
I
— - — 19,857 — I 19,857
é .
o
— — —_ 18,808 — | — 18,808
— —
| .
— _ — 20,690 — - 20,690
— — -~ (5,644) — bo— (5,644)
t
— - - 714 — | — 714
i
| 1
_ - -~ 15,760 — = s
— — — (6,278) — P — (6,278)
$— $— §— $ 9482 $ — $i '— § 9482
E




Netrevenue ............

Compensation and

benefits. .............
Operaling expenses ......
Insurance expense ... ....
Selling, general and

administrative

EXPENSES ... .vvraonn.
Laidlaw fees and

compensation

charges .............
Depreciation and

amortization expense . .
Restructuring charges . ...

Income from
operations .......
Interestexpense ........
Realized loss on
investments ..........
Interest and other
income . ............

Income before
income taxes . ....
Income tax expense .. ....

Income before equity
in earnings of
unconsolidated
subsidiary .......

Equity in earnings of
unconsolidated
subsidiary ...........

Netincome ...........-

Emergency Medical Services Corporation

Notes to Financial Statements — (Continued)

{dollars in thousands)

Predecessor
Combining Statement of Operations
For the year ended August 31, 2004

Issuer
EmCare

Issuer

AMR Subsidiary

EMSLP HoldCo, lnc. HoldCo,Inc. Guarantors Non-Guaranter Adjustments Tota)

$— $— $—  $1.604,598 $29,803  $(29/803) $1,604.598
N ]
— — - 1,117,890 — | —  L1178%0
— - —_ 218,277 — - 218,277
— — — 81,395 28,663 (29,803) 80,255
| |
— —_ _ 47,899 —_ [ 47,899
|
|
— - — 15,449 — ;= 15,449
— _ — 52,739 - i 52,739
— — —_— 2,115 — | '— 2,115
— - — 68,834 1,140 [ 69,974
- - —_ (9,961) —_ 1= (9.961)
_ — — — (1,140) i — (1,140)
— — — 240 — I | 240
|
- — —_ 59,113 — | 1— 39,113
— — - (23,399) 1,635 1 (21,764)
‘
i
— — — 35,714 1,635 — 37,349
L
_ 1,635 —  (1,635) —
$— $— $— $ 37349 $ 1,635 $ (1,635 § 37,349
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Emergency Medical Services Corporation

i

! .

Notes to Financial Statements — (Continued) |
(dollars in thousands) |
|

Predecessor
Combining Statement of Operations

|
For the three months ended August 31, 2003 !
|
|

Issper Issver :
AMR EmCare  Subsidiary Subsidiary  Eliminations’

) EMS LP HoldCo,Inc. HoldCo, Inc. Guarantors Non-Guarantor Adjustments Total
Netrevenue .............. $— $—  $—  $384461  $9,807  $(9.807) $384.461
Compensation and benefits .. — —_ - 264,604 — | — 264,604
Operating expenses ........ — — — 55,212 —_ o 55,212
Insurance expense ......... — — - 36,239 8,239 (9.807) 34,671
Selling, general and [

administrative expenses ... — — -— 12,017 — I — 12,017
Laidlaw fees and | !
compensation charges .... — — — 1,350 —_— = 1,350
Depreciation and amortization l 5
EXPENSE . o renern., — - — 12,560 — I 12,560
Restructuring charges ...... — — — 1,449 o~ { o 1,449
Income from f
operations . ......... = - — 1,030 1,568 C— 2,598
Interestexpense ........... — — — (908) — * — (908)
Realized gain on o
investments ............ —_ — — —_ %0 I — 90
Interest and other income ..., ~— — —_ 22 — [ 22
Income before income I} :1
@xes ...l — — — 144 1,658 — 1,802
Income tax expense ........ — —_ — (8,053) (580) —_ (8.633)
(Loss) income before equity :
in earnings of subsidiary .. — — — (7.909) 1,078 b — (6,831)
Equity in earnings of [
subsidiary .............. — — — 1,078 — (1,078) —
Net income ........... $— $— $—-  § (6831) $1078  $(1.078) $ (6,83])
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Emergency Medical Services Corporation

Notes to Financial Statements — (Continued)
‘ (dollars in thousands)

Pre Fresh-Start Predecessor
Combining Statement of Operations
For the nine months ended May 31, 2003

Issuer 1ssper |
AMR EmCare Subsidiary Subsidiary Eliminations/
EMS LP HeldCo, Inc. HoldCo, Inc. Guarantors Non-Guarastor AdJustments Total

Netrevenute ............. $— 53— $— $1,103.335  $16,640  $(16,640) $1.103,335
Compensation and - : I ,
benefits .............. — —_ — 757.183 — — 757,183
Operating expenses . ...... — — — 163,447 — - 163,447
Insurance expense ........ — — — 69,576 16,640 (I6 640) 69.576
Selling, general and |
administrative |
EXPENSES o\ vvvviia i, - — — 37.867 — I — 37,867
Laidlaw fees and o
compensation charges ... — — - 4,050 — by — 4,050
Depreciation and II .
amortization expense .... — — — 32,144 — ' 32,144
Restructuring charges ..... 1,288 —_ - 1,288
Laidlaw reorganization ‘
COSIS e evarneannn - = - 3650  — |1~ 3,650
Income from i
operations ........ — — — 34,130 — P - 34,130
Interest expense .......... —_— —_ — (4,691) — [ — (4,691)
Interest and other income .. — — — k1e2) — o — 304
Fresh-start accounting ) o
adjustments ........... — — - 46,416 — I | — 46,416

Income before income | |
taxes and cumulative ] o
effect of a change in |

accounting
principle ... ....... — — — 76,159 — | — 76,159
Income tax expense ....... —_ — — (829} — | — 829

Income before .

cumulative effect of |

a change in

accounting |

principle .......... — — — 75,330 - | — 75,330
Cumulative effect of a |

change in accounting :

principle .......... - = — (223,721) —~ ' = an
"Net income .......... $— $— — $ (14839 § — $ — $(148,391)
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Emergency Medical Services Corporation ' |
|

Notes to Financial Statements — (Continued) \
(dollars in thousands) '

Condensed Consolidating Statement of Cash Flows
For the eleven months ended December 31, 2005

[
! I
b
Issuer Issuer i I
AMR EmCare  Subsidiary  Subsidiary
EMSC * EMSLP HoldColInc. HoldCo lnc. Guaranlors Noo-guarantor  Total
—

Cash Flows [rom Operating Activides
Ne1 cash provided by operating

QCHVINES - - oo § — 8§ — § — 8§ 14 $91599  $18350 109963
Cash Flows from Investing Activities
EMS purchase of AMR and EmCare ... .. —  {828,775) —_ —_ —_ —_ (828.775)
Purchase of property, plant and |

EQUIPMEME ... vetiee e enaras —_ - —_ _— (48,933) | + (48,933)
Proceeds from sale of property, plant and I

CQUIPMENL .. uvuvriiinrarirarrnnsts - — -~ — 708 | = 708
Purchase of restricted cash and _

INVESIMENS ...t r e rnernnens _ —_ — — —_ (64,128) {64,128)
Proceeds from sele and maturity of '

restricted investments . .............. — — — —_ —_ 35972 35972
Net change in deposits and other assets ., . - —_ -— —_ (4,473) [ {4473

Net cash used in investing activities . . —  (828,77%5) _ _— (52,698) (28,156) (909,629)
Cash Flows from Financing Activities |
Borrowings under new senior secured '

creditfacility ............. . i —_ — 241,500 108,500 -_— Ve 350,000
Proceeds from issuance of senior P

subordinated notes .. ...l —_ —_ 172,500 77.500 —_ ¢ - 250,000
Bomrowings under new revolving credit Lo

fAcility ... -— — 17,188 7.812 — | - 25,200
Diebt iSSUE COSIS . o+ oo eeeennnn - (12,648) (56820 . . P (18.330)
EMS LP issuance of partnership equity . .. - 222,655 — - —_ . 222,655
EMS LP partnership equity issvance !

COBLS Lt vt vnirinre v rnerenraneansans _ (1,919) {1.919)
EMSC issuance of class A common }

BIOCK oo ee e 113,400 —_ — - — | = " 113,400
EMSC equity issuance costs ..........-. 9.329) — —_ - - | — (9.329)
Repayments of capital lease obligations and |

otherdebl . ..... oo v inniae, — -— (87,596) (39,354) (5,395) | -i— (132,245)
Repaymems of revolving credit faciliry ... - - — - -~
Net investment and advances I i

{distibutions) ....... ... viiiaiinn (104,071) 608,039 (331,1a4) (148,790) (24,034) | - —
Increase (decrease) in bank overdrafis .. .. — _— — — 3,751 e 3,751
Increase (decrease) in other non-current !

Yiabilities ... v _— — —_ - — U -— -

Net cash provided by (used in} |
financing activities . ............. — 828,775 _— [1£)] (25,678) | - 203,083
Increase in ¢cash and cash equivalents ... .. = — — — 13,323 (9.906) 3417
Cash and cash equivalents, beginning of I

PEROd ..o — - - 4778 9,853 14,631

Cash and cash equivalents, end of peried .. 3 — § — § — 5 - $ 18,001 $ 47 $ 18,048

!
|
[
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Emergency Medical Services Corporation

|
Notes to Financial Statements — (Continued) I
(dollars in thousands) !

E

b

|

Predecessor
Condensed Combining Statement of Cash Flows '
For the five months ended January 31, 2005 i
:
Issuer Issuer D
AMR EmCare  Subsidiery  Subsidiary

EMSLP HoldCo, Inc. HoldCo, [nc, Guarantors Nop-guarantor Total
i

Cash Flows from Operating Activities

Cash and cash equivalents, beginning of period ... .. ..

$ 4778 $ 9853  § 14,63

Net cash provided by operating activities ........ — — $— $ 10.856 $ 5110 $ 15,966
Cash Flows from Investing Activities D
Purchase of propenty, plant and equipment ........... — —_— — (14,045) \ — (14,045)
Purchase of BUSINESS . ... v v iiineer s —_ — —_ {1,200 - (1.200)
Proceeds from sale of business ... .................. —_ — — 1,300 P - 1,300
Proceeds from sale of property, plant and equipment ... - -— — 175 | - 175
Purchase of restricted cash and investments .......... -— —_ — — I (31,257 (3L,257)
Proceeds from sale and maturity of restricted | |
IAVESUMENTS L ..ot iane s aannnn, —_ —_ — — 35,960 35,960
Other InVESting QEVIES . ... ..oveeeenoassnnn. ... — — — ay | T= (19)
Increase in Laidlaw insurance deposits .............. —_— —_ —_ (12,521) |+ - (12,521)
Net cash (used in) provided by investing ' . ot
activities ...........< et — —_ — (26,370) ;4,703 (21,667)
Cash Flows from Financing Activities
Repayments of capital lease obligations and other [
debt ..o e e - — — (3.992) | - (3.952)
Advances from Laidlaw .. ................. 000 - —_ — 8,982 ;= 8,982
fnerease in bank OVERdFRftS . .. ...« voeueistients, — — — 5866 | — 5,866
Net cash provided by financing activities ........ — - — 1086 | i — 10856
Change in cash and cash equivalents ................ _— — —_ (4,658) ! }9.81 3 5,155
— - - 9,436 ! 40 9,476
— = —

Cash and cash equivalents, end of period . .. ..........

|
I
t
|
¢
|
|
|
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Emergency Medical Services Corporation

Notes to Financial Statements — (Continued)
{dollars in thousands)

Predecessor
Condensed Combining Statement of Cash Flows
For the year ended August 31, 2004

Issuer Issuer t
AMR EmCare  Subsidiary , Subsidiary
EMS LP HoldCo, Inc. HoldCo, Inc. Guarantors Non-guarantor  Total
Cash Flows from Operating Activitles : I
Nex cash provided by operating activities ........ $— §— 3— $109,708 $ 17.971 $127.679
Cash Flows from Investing Activities I
Purchase of property, plant and equipment .. ... ....., - — — (42,787) l — (42,787)
Proceeds from sale of property, plant and equipment ... — _ — 858 — 858
. Purchase of restricted cash and invesiments ., ..., ... —_ — — — I (64.357) (64,357)
Proceeds from sale and maturity of restricted |

TWVESIMENtS ........uveuroennnn. e — — — — | | 46389 46,189
Other investing activities ......................... — - — 6814 | - — 6.814
Increase in Laidlaw insurance deposits .. ...... ... . —_— _ - (28.433) | —_ (28.433)

Net cash used in investing activities ... .., ._.. - — — (63,548) 1 (17,968  (81516)
Cash Flows from Financing Activities ' | i
Repayments of capital lease obligations and other . .

BEBU e e - - - @109 | | — (8,709)
Paymentsto Laidlaw ... ...... ..o.oiiiiiniaa.., - - —_ GLiy | b — (31,133)
Decrease inbank overdrafts ... .................... —_— —_ — 4,544) | —_ (4,544)
Decrease in other non-cugrent liabilives ............. _ — — (2,942) —_ (2.942)

Net cash used in financing activities ... ......... —_ —_— — {47,328} | ! - (47.328)
Change in cash and cash equivalents . ... ............ — — ~— (1,168) : . 3 (1,168)
Cash and cash equivalents, beginning of period ... .. .. — — — 10,604 | 37 10,641
Cash and cash equivalents, end of peried ............ $— $— — $ 9436 ) 15 40 5 9476
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Notes to Financial Statements — (Continued) |
(dollars in thousands) |
|

i

i

i

|

i

Predecessor
Condensed Combining Statement of Cash Flows
For the three months ended August 31, 2003

Issuer [ssuer 5
AMR EmCare  Subsidiary  Subsidiary
EMS LF HoldCo, Inc. HoldCo, Inc. Guarantors Non-guaranter Total

Cash Flows from Operating Activities
Net cash provided by (used in) operating - i

OCUVILIES .. vt ie it im iy ?_—_ tOS— — $ 31,268 $ (1.259 $ 30.009
Cash Flows from Investing Activities '
Purchase of property, plant and cquipment ........... —_ — — (18,079 | b (18,079}
Proceeds {rom sale of property, plant and equipment ., . — - e 341 p— 341
Purchase of restricted cash and investments . ......... —_ —_ — — (11,287) (11,287)
Proceeds from sale and maturity of restricted P
e 11 = L I —_— — —_ — | 12,530 12,530
Other investing activities .. _...ovoveni it = — el 1,359 | - 1,359
Net cash (used in) provided by investing : '
activities .,............ e {16,379) 1,243 {15136}

|1
|1
K

Cash Flows from Financing Activities .

Repayments of capital lease obligations and other |

(1.B51} [ — (1851)
|

debl . e s _— —_ —
PaymentstoLaidlaw .. ... e -— —_ —_ (55.609) l— (55,609)
increase in bank overdrafts . .. ... ..o _— — —_ B,675 |- 8.675
Increase in other non-Current liabilities .............. —_ — — 1,563 [ 1.563
Net cash used in financing activitics ............ — — — 41.222) = 47.222)
Change in cash and cash equivalents ............ ... — - — (3233%) . , U® (32,349
Cash and cash equivalents, beginning of period .. ... L — — — 42,937 | . 33 42,990
Cash and cash equivalents,end of period ... ...... ... $— §5— $— $ 10,604 $ ' 3 $ 10.641
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Emergency Medical Services Corporation

Notes to Financial Statements — (Continued) *
(dollars in thousands) |

Pre Fresh-Start Predecessor
Condensed Combining Statement of Cash Flows
For the nine months ended May 31, 2003

Issuer | Issuer
AMR EmCare  Subsidiary  Subsidiary

EMSLP HoldCo,Inc. HoldCo, Inc. Guarantors Nen-guarantor Eliminations Total

Cash F Iow§ from Operatiag Activities ) |
Net cash provided by operating ‘

BCUVIlIES . ... _'$:_ s_—_ S; $ 34,398 $ 24,371 : i__: $ 58,769
Cash Flows [rom [nvesting Activities ]!
Purchase of property, plantand  ~ |
CQUIPTIENE .\ 'veveeeannrnreses — — - (34,768) - ' R {34,768)
Proceeds from sale of propery, plant and ' ' '
eQUIPMENt .. ... ... e — — — 624 - I — 624
Capital contribution ................. _— — — 2,721 ~— 2,74 —_
Purchase of restricted cash and vl
IVESINMENIS ... v vrmrerrenns —_— _ _ {2,400) (63,866} | — (66,266)
Proceeds from sale and matunity of; !
restricted investments . ............ - —_ — — 36,748 — 36,748
Other investing activities ............. - _ - (35,173) — | — (35173
Net cash used in investing
—_ _ — (74,438) 27.118) | ! 2,721 (98.839)

BEUVILIES . o' enreenns
Cash Flows from Financing Activities

I
I
|
Repayments of capitat lease obligations l
andotherdebt .............. ..., — - — (6,338) - ! - (6,338
Payments 1o Laidlaw ......... e —_ — - (3,141) - — {3,141)
Capital contribution ................. — - - - 2,721 (2,721)
Decrease in bank overdrafts .......... —_ — — (81%5) | ! — (815)
increase in other non-current |
liabikities . ....... .. iiiolts _ — . 2,234 — —_— 2234
Net cash (used in) provided by |
financing activities ............ — — = (8.060) 2721 | @Ry 6060
Change in cash and cash equivalents ...  — — - (48,100) 6y - - (48.,126)
Cash and cash equivalents, beginning of v
PENOT . i —_ — — 91,037 0, -_— 91,116
Cash and cash ¢quivalents, end of v
PEIOG . oo e $— — — $ 42,937 $ 53 ' 1§ —  §42.5%
t
[}
i
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CorpPORATE DaTA

CORPORATE HEADQUARTERS
6200 South Syracuse Way, Suite 200
Greenwood Village, CO 80111

(303) 495-1200

www.emsc.net

INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

Ernst & Young LLP

370 17th Street, Suite 3300

Denver, CO 80202

TRANSFER AGENT

American Stock Transfer & Trust Company
59 Maiden Lane, Plaza Level

New York, NY 10038

(800) 937-5449

FORM 10-K
Stockholders may obtain a copy of any exhibit to the Form
10-K contained herein without charge by writing to Investor

Relations at the corporate headquarters address.

EMPLOYEES
As of December 31, 2005, we have approximately 23,000
employees and affiliated physicians.

i
I :
| ! !
| ' !
]
]
|

COMMON STOCK
The Company's Common Stock has been i’ra_dcd on The New

York Stock Exchange under the symbol “EMS” since

December 16, 2005. B

HOLDERS .

As of March 10, 2006, there were approxin;m%cly 700 holders
of record of our Class A commen stock, 3 holders of record
of our Class B common stock, and 5 holdclrs {of record

of our LP exchangeable units, i

t

FORWARD-LOOKING STATEMENTS
To the extent this annual report discusses our Iobj:ecriws. plans
and strategies, or otherwise makes statements about the future,
such statements are forward-looking and are subject to a
number of risks and uncertainties that could cause actual
resudts to differ materially from the statemmu: made. These
Jactors tnclude the impact of changes in our payor mix and
third party reimbursement, risks relating to ir%m'rance coverage
and reserves, the complex government regulatlian_s applicable
to our business, the ability to recruit and retain qualified
healtheare professionals and other factors di:ca;'.sséd in the
“Risk Factors” section of our Annual Report ai‘n Form 10-K.

|
|
|
|



Emergency Medical
Services Corporation

6200 South Syracuse Way, Suite 200
Greenwood Village, Colorado 80111

© 2006 Emergency Medical Services Corporation, All rights reserved,

(303) 495-1200

www.emsc.net




